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¢ Before the Record of 1953 « 


At the close of 1952, economists and businessmen reached 
a general agreement on the business outlook for 1953: peak 
levels of volume for the first part of the year—perhaps for 
the first six months—and then, at worst, a moderate easing 
off during the last half. 


For business executives, in particular, the keynote is 
optimism. Nearly two thirds of the companies cooperating 
in Tae ConFrERENCE Boarp’s year-end survey of executives’ 
expectations look for billings in the first half of 1953 to be 
ahead of the comparable period of 1952. This optimism about 
sales pervades a long list of industries: autos, chemicals, 
electrical appliances, leather, machine tools, paper, petroleum, 
railroad equipment, steel, among others. 

Apart from sales, the outlook of the corporate executive 
is a little less rosy. The profits outlook splits about fifty-fifty, 
and indications are for some decline in capital outlays (metals 
companies plan to reduce their outlays, while nonmetals 
companies, on average, are boosting them somewhat). For 
the full story on executives’ outlook for the first half, see 
“The Business Outlook Remains Favorable,” starting on 
page 41. 

eee 


In a less confident voice, the economic fraternity has come 
to about the same set of conclusions. The first half of the 
year looks rockbound to most analysts (although a hardy 
minority will only go so far as the first quarter). Thereafter, 
they are assailed by increasing doubts, centering around 
these areas: consumer credit; steel; the potential decline in 
farm purchasing power; a possible reversal of business in- 
ventory policy; the looked-for subsiding of capital goods 
- demand; a possible weakening of the residential real estate 
market; the uneasiness of prices; the conservative level of 
profits implicit in the generally accepted forecasts of lower 
selling prices and rising labor costs. 

Economists come out of this predicament with a forecast 
that 1953, taken as a whole, will be as good as, or better 
than, any peacetime year on record, but they reserve judgment 
on where the trend will be heading as the year closes. This is 
about the net cast up by The Conference Board Economic 


Forum (see back cover), and by the Board’s Business Analyst 
in this month’s Business Highlights, starting on the next page. 


A collection of published forecasts by economists and busi- 
ness executives is presented in Business Forecasts, starting 
on page 8. And for a detailed look at one sector of the economy 
that has been attracting considerable attention in recent 
months, see ““The Farm Sector in 1953” (page 32). 


Detroit, capital of the motor industry with three quarters 
of a billion or more annual exports, is naturally more than a 
little interested in our foreign trade policies. What better 
place, then, to stage a full-scale round table on the outlook 
for foreign trade? This was the spot chosen by the Board 
for such a meeting late last year. Prospects did not seem to 
participants to warrant unalloyed optimism. But no one ven- 
tured the opinion that the problems were beyond solution. 

Some of the goals set for foreign trade policy aroused con- 
troversy even in Detroit. One of the current slogans sets 
trade rather than aid as a goal of the year in foreign policy. 
It has been adopted by many who feel that more liberal tariff 
arrangements constitute an alternative to continued*gener- 
osity to foreign nations. This has tended to broaden interest 
in customs rates and procedures. The outlook for foreign 
trade is handled by a number of specialists starting on page 12 
and continuing for fourteen pages. The Detroit Board of 
Commerce statement starts at the bottom of page 12. 


About two years have elapsed since the Treasury-Federal 
Reserve controversies broke into the open early in 1951, to 
be followed in due course by the much publicized “accord” 
of March of that year. Changes in the money market condi- 
tions in the interim have not been particularly dramatic. But 
they have on the whole been in the direction of a return to or- 
thodoxy—a fact which gains interest from the circumstance 
that a new Administration is taking office in Washington. 
Some of the highlights of the current money market situation 
and of the changes by which the current state of affairs has 
been reached appear on pages 37-40. Two pages of graphics 
are included. 
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1953 begins at a high level, underpinned by defense and protected 
by a high personal saving rate 


19 5 has ended very differently from its begin- 
ning. A year ago, business measures were 
still tracing out an uneasy stability, as resources freed 
by the decline of activity in consumer industries were 
being gradually absorbed by rising activity in defense 
plants and in defense-related activities. 
Early in the year the more jaundiced forecasts of 
1952 appeared to be on their way to justification. 


e The seasonal rise in production for the spring 
ran into a very unresponsive market, and output 
near the end of the first quarter was cut back 
sharply again when signs of a new accumulation of 
finished goods began to appear (particularly among 
manufacturers of consumer durables). 

e Prices, after a brief and largely seasonal show of 
strength near the end of 1951, turned down again, 
with raw materials prices breaking as sharply as 
they had in: early 1951. 

e And some of the strength that was supposed 
to reside in the defense program was called into 
question with the first stretchout, which affected 
primarily aircraft and tool schedules, but which 
tended to sober up the whole consumer sector be- 
cause it implied an easier metals supply situation, 
and a slower rate of growth in consumer income. 


At the end of the first quarter, the business atmos- 
phere was such that strict application of anti-infla- 
tionary controls had begun to lose much of its pur- 
pose. Thereafter, the controls structure underwent 
a gradual dismantling that is still continuing, although 
it has been very slow in recent months. 


THE MIDYEAR CHANGE 


In mid-1952, however, a number of factors sud- 
denly revived business in consumer industries, and 
drove general measures of the nation’s economic ac- 
tivity into a sharp recovery that has continued to the 
year end. 

Of these conditions, three were of fundamental 
importance. Early in the second quarter, liquidation 
of inventories at retail began to taper off from the 
extremely rapid rate of drain that had prevailed in 
late 1951. Between March and May, inventories of 
nondurables retailers stabilized. At the same time, 
consumer demand for nondurables turned slowly up- 


ward, partly in response to the continuing price reduc- 
tions which had characterized most soft goods mar- 
kets since mid-1951. Inventories of manufacturers 
began to be drained more rapidly, and operating rates 
in these industries revived. 

At this juncture, the suspension of Regulation W, 
early in May, provided a sudden and very pronounced 
stimulus to sales of durables—both automobiles and 
household goods. Torrid weather across the country 
added a boom for refrigerators and room air condi- 
tioning equipment, and the conventions and approach- 
ing election imparted a fillip to sales of television. But 
the rate at which instalment sale credit has risen since 
the expiration of Regulation W argues strongly that 
this was the predominant factor in the rebirth of 
durables volume.! 

This combination of factors—the end of inventory 
liquidation at retail, a moderate rise in nondurables 
demand, and the very pronounced recovery of dur- 
ables volume starting in May—established a new 
atmosphere in consumer manufacturing industries. 
After the summer vacations (and in many industries 
before the vacations), production activity improved 
dramatically. 

Throughout the third quarter, the effects of this 
recovery on general business conditions were largely 
suppressed by the steel strike, which cut back total 
production, incomes and sales at about the same 
time as, and to about the same extent that, civilian 
recovery was augmenting them. The business atmos- 
phere in the third quarter of the year was markedly 
better than in the first half—in fact, in consumer 
industries it was totally different—but most of the 
important measures of activity showed little change 
from the second to the third quarter. With the end 
of the strike and the quick recovery of the steel in- 
dustry to capacity operation, total activity advanced 
at an extremely rapid rate, rising to well above pre- 


strike levels before the advance began to falter and 
flatten. 


CHARACTER OF THE ADVANCE 
In one notable respect, the advance of activity in 
late 1952 resembles the immediate post-Korea boom: 
1The eventual growth in volume in TV has outrun anything that 


could be attributed to election interest, or even to th : 
new station openings in the fall. . e beginning of 
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it has been primarily a consumer goods upturn, al- 
though it has lacked the frantic speculative character 
of the 1950 boom. In fact, it is even more clearly 
a consumer goods boom than its predecessor: whereas 
capital outlays and national security expenditures 
were rising sharply in late 1950, they have been 
almost perfectly stable throughout the last half of 
1952. 


But since defense and capital goods spending in the 
last half of 1952 have run at considerably higher levels 
than they were running in late 1950, the new con- 
sumer boom, while it is smaller than the 1950 boom, 
has brought total activity to far above its post-Korea 
record. And at least partly because of the personal 
income generated by these higher levels of investment 
in defense and capital goods, the current boom has 
occurred in the presence of a high saving rate, whereas 
in the third quarter of 1950 and the first quarter of 
1951 the saving rate was reduced to very low levels. 

In this sense the recovery of business in consumer 
industries does owe much to the growth of defense 
activity. It might be said that consumer spending 
—and income generated in consumer manufactur- 


ing and distribution—has belatedly advanced to 
a more normal relation with the levels of activity in 
military and capital goods production. As defense 
and capital goods demands stabilized in late 1952, 
consumer goods demands caught up with them: the 
year-end position represents a return to a more normal 
balance of sectors, after two years of a swinging im- 
balance. 


THE BALANCE IS HIGH UP 


The balance, however, has been struck at an ex- 
tremely high level; in fact, at something very close to 
full employment of the labor force, although not of 
industrial capacity. While most consumer industries 
are operating at substantially lower rates than in the 
fall of 1950, the labor market is as tight as it has ever 
been since the war. Because of the year’s slow begin- 
ning, and the heavy toll of the steel strike during the 
summer, the annual statistics for 1952 show relatively 
modest gains over 1951; in a few instances, they show 
declines. Industrial output for the year as a whole 
has actually fallen somewhat below the 1951 level; so 
have sales of consumer durables. But at the end of 

(Text continued on page 6) 
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Going into 1953, three major forces which have under- 
written the post-Korea boom—expenditures for defense, 
capital goods and new construction—are still moving 
upward, but only narrowly. Taken together, they are ex- 
pected to advance a little further in the early part of 
the year, and then to stabilize. If any rapid change in 
business conditions were to develop during 1953, it would 
have to reflect a ‘change in business inventory policy, or 
the rate at which ‘individuals are saving. 

4 Excludes: public military and naval; private industrial, commercial 
bs Set eG acot expenditures for the fourth quarter of 1952 
Ee Sit other fourth-quarter figures are estimates based on 


Sources: Bureau of Labor Statistics; Department of Commerce; Securi- 
ties & Exchange Commission; The Conference Board 


THE POSTWAR BOOM: YEAR BY YEAR 


Index numbers: 1947-1949=100 
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POST-KOREA: QUARTER BY QUARTER 
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the year the rate of the Federal Reserve index of pro- 
duction was almost 7% above a year ago, and the rate 
of consumer durables sales was perhaps 15% above 
a year ago. The record of the fourth quarter of 1952 
stands very substantially above the comparable quar- 
ter of 1951, by virtually every measure except prices. 

Out of the burst of activity following the steel strike 
has come a new view of what 1953 will be like. At 
year end, much of the hesitation about the latter part 
of 1953 has evaporated, and surveys of business opin- 
ion reflect both strong optimism for the first half and 
a kind of defiant it-can’t-hurt-us attitude about the 
last half. 

There are a number of good reasons behind this 
greater assurance. With the passage of time, business 
has begun to reap the benefit of those military stretch- 
outs which were so disturbing when they occurred. 
While these stretchouts have consistently lowered the 
expectable peak rate of defense expenditures, they 
have tended to prolong the maximum rate for well into 
the future, and to delay and dampen both the psy- 
chological and real effects of the potential decline. 
During 1952, total federal expenditures for national 
security have advanced only very slowly—from about 
$44 billion (annual rate) to a little over $50 billion. 
But unless a very sizable revision in the broad con- 
cept of the garrison state comes in with the new ad- 
ministration, the stretchouts should now pay off in 
stability. 


LOOKING AT THE SECTORS 


In fact, a good case for high-level stability of busi- 
ness in 1958 can be made on the basis of a sector-by- 
sector analysis. Three critical components of gross 
product—government spending, new plant and equip- 
ment expenditures, and new construction expenditures 
—which together comprise over 35% of total final de- 
mand for the nation’s output of goods and services, 
and which are characteristically planned far in ad- 
vance, appear destined to continue at current levels 
through most of 1953; if anything, they are likely 
for the year as a whole to total a few billion more than 
they have in 1952. Personal consumption expendi- 
tures, which account for virtually the entire remainder 
of gross national output, might be expected to be 
stable, at the least, during 1953, since they are enter- 
ing the year protected by a high saving rate. Con- 
sumer saving-spending behavior has been volatile in 
recent years, and sensitive to noneconomic consider- 
ations, but there is some reason for thinking that, if 
income should start to decline moderately late in 1953, 
at least part of the decline will be absorbed by a nar- 
rowing of the saving rate. 

However, the common forecasting practice of an- 
alyzing the outlook for separate sectors and then 
summing them can be deceptive. The practice sug- 
gests, incorrectly, that the margin of error involved is 


necessarily small. Because it deals with parts, rather 
than the whole, it tends to understate the importance 
of inventory change, which is only a small part, but 
an especially dynamic one. 

Moreover, to the unwary the method suggests that 
errors in forecasts for individual sectors are of a ran- 
dom nature, and will tend to offset each other. This is 
the great difficulty of sector analysis: the errors are 
very likely to lie in the same direction; to add up, 
rather than to cancel out, and then to be magnified 
by inventory change. If activity in one area, say 
capital goods or defense, is overestimated, the estimate 
for consumer expenditures is also likely to be on the 
high side, since consumer expenditures are made in 
part from income earned in capital goods or defense 
production. And a failure of consumer expenditures 
to attain an anticipated level may provoke inventory 
liquidation. One would have to look no further hack 
than 1951 for an illustration of how errors in estimat- 
ing individual sectors can accumulate. 


LOOKING AT THE WHOLE 


For this reason, it is a wise practice to supplement 
the sector analysis with some thought about the state 
of business as a whole as the new year approaches, 
and about the implications of continued high-level 
activity forecast for specific sectors. Those who 
have taken this road have come out less optimistically 
(although by no means pessimistically). For the 
short term, the business situation moving into 1953 
presents these more sober aspects. 


1. The current level represents, in some important 
respects, a catching up of production and sales lost 
during the strike-bound third quarter. This is par- 
ticularly true of steel. The industry itself does not 
think that it will be able to sell the 115 million tons 
of ingot it will be able to produce in 1953. And it is 
possible that it will encounter difficulty in selling the 
110 million tons it would produce if the current rate 
were to be maintained throughout the year. The 
industry has taken to heart the advice that it will 
have to sell steel in the last half of the year. This is 
no doubt very good advice for individual companies, 
but hard selling will not affect the total market for 
steel. Forging billets are just not impulse merchan- 
dise. 

In certain other areas, inventories have been rising. 
Consumer durables production has advanced ex- 
tremely sharply since the steel strike, and there is 
some evidence that retail accumulation in these lines 
has been progressing at an increasing rate during 
recent months. (See Highlights, December, 1952.) 
Among nondurables, accumulation has apparently 
slowed at the manufacturing level, but has been con- 
tinuing at the retail level. 


2. Because of a higher consumer saving rate, a 
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Instalment sale credit extended has swung 
upward in 1952... 
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higher level of investment activity, and a lower level 
of consumer goods production, the current consumer 
goods boom is far better protected than the boom of 
late 1950. Nevertheless, the expansion of consumer 
volume has increased its sensitivity to changing busi- 
ness conditions. During the year ended in mid-1952, 
it was almost inconceivable that retail trade could de- 
cline significantly, since retail volume was abnormally 
low by almost any standard, and was heavily concen- 
trated in nondiscretionary goods. With the resurgence 
of durables volume in the past several months, that 
assurance no longer exists. 

Moreover, consumer credit statistics suggest that 
the current rate of durables purchases also represents 
a catching up, not only from the third quarter, when 
the steel strike (and then the threatened coal strike) 
put some crimp in credit sales, but in a longer-term 
sense as well. Recent months have witnessed what 
appears to be a rebirth of the great credit boom of the 
postwar period, but a number of analysts have pointed 
out that it is becoming increasingly unwise to count 
on credit continuing to expand at a rate faster than 
income. This may be particularly significant in view 
of the fact that instalment sale credit outstanding, as 
the year closes, apparently stands at a new high not 
only in dollars, but in relation to disposable income. 


3. Estimates for new housing starts in 1953 are 
now quite optimistic—approximately one million. That 
rate is substantially in excess of the rate of new family 
formation, so that the vacancy rate is implied to be ris- 
ing markedly in 1953 forecasts of the housing market. 
This again is an imponderable, because a number of 
sociological factors—the high birth rate and the trek 
to the suburbs, among others—have made for a sharp 
change in the general standard of “adequacy” for 
dwelling units, including “adequacy” of location. But 
if a rising vacancy rate should precipitate a relative 
lowering of rentals in less desirable, or less desirably 
located, dwelling units, the effect on the homebuild- 
ing industry could be considerable. 


4. Forecasts for the agricultural sector! indicate a 
decline of some magnitude—about 5%—in net farm 
income in 1953. What the consequences of such a de- 
cline may be for nonfarm business is hard to say. By 
all indications, the farmer, as well as the nonfarm 
worker, is well protected by holdings of liquid assets. 
But any decline in the farmer’s willingness to spend 
could be a moderating factor in markets for machinery 
and consumer durables, for both of which the farmer 
has become, in the postwar period, a very important 
customer. 


5. Finally, the price level has remained uneasy and 
sensitive, particularly for raw materials, even during 
the recent months of booming materials demand. 

See article beginning on page 30. 
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Behind this weakness lies very adequate production 
capacity for virtually everything, even under forced- 
draft demand conditions. An example is paperboard, 
where prices have recently been sliding off in the face 
of record new-order volume. The effects of this slow 
slippage of prices are certainly not all bad: while mar- 
gins have declined in raw materials industries (and in 
farming), there is some evidence that manufacturing 
margins in certain finished goods industries have been 
improved as a result. On balance, however, the up- 
turn now under way in corporate profits reflects, 
primarily, an expansion in volume without the usual 
accompaniment of an expansion in unit margin. For 


that reason, the upturn is likely to be less than sen- 
sational. Forecasts of a continuing mild downtrend 
in prices, a further slow rise in wages, a continued 
high level of capital spending, and continued high 
corporate taxes imply for 1953 a condition that has 
already prevailed for two years: a sizable gap between 
business profits and business capital outlays. 


Apert T. SOMMERS 
Business Analyst 
Division of Business Economics 


1For the past relationship of earnings and capital outlays, see 
charts in The Business Record, March, 1952, p. 84. 


HOW IT LOOKS TO OTHERS 


A compendium of 1953 forecasts, with a few looks further into the future 


General 


Joint Committee on the Economic Report (“The Sustain- 
ing Economic Forces Ahead,” December) —“The economy 
has within itself powerful sustaining forces for a long time 
to come—forces which provide ample basis for business 
optimism. . . . The needs for readjustment will come upon 
us less abruptly than at the end of World War II and in 
the form of ‘a gradual sliding downward to a plateau of 
still high-level defense expenditures. . . . It would be a 
tragic mistake to base our confidence in the economic out- 
look on the high level of government expenditures for 
defense. There are other more powerful forces sustaining 
the economy at high levels. Foremost of these is popula- 
tion growth. . . . Taken as a whole, the evidence accumu- 
lated in this report indicates that, in most lines of invest- 
ment, the ‘good’ years of the recent past may well become 
the normal pattern for the years ahead. It is estimated 
that the investment needs to be met by 1960 in the areas 
enumerated in this report will reach $500 billion at today’s 
prices. (Housing, $100 billion; producers’ durable equip- 
ment and nonresidential construction, $300 billion; highways, 
$60 billion; schools and hospitals, $40 billion.) This figure 
does not include any allowance for the vast, undetermined 
investment opportunities in agricultural techniques or for 
needed public investment in ‘the many fields other than 
schools, hospitals, and highways.” 

Cleveland Trust Company (Business Bulletin, Decem- 
ber 15)—“Business inventories . . . will probably be rela- 
tively stable in 1953. Retail sales should compare favorably 
with 1952. . . . The Federal Reserve index of the physical 
volume of industrial production . . . for the year 1953... . 
will probably average a little higher. . . . The 1953 total [of 
steel production] should exceed that of 1952, but may not 
reach the 1951 figure. Passenger automobile output will 
be larger in 1953 than in 1952, probably by more than 10%. 
Total personal income . . in 1953 will probably be 
greater, but not by more than 5%. The percentage of per- 


sonal income, after taxes, going for consumption expendi- 
tures is likely to be a little higher than in 1952; and that 
used for ‘saving’ correspondingly lower. The consumers 
price (cost of living) index will probably average a little 
below 1952. Exports . . . may recover moderately in 1958, 
although competition for world markets will be stepped up. 
. . . All these things add up to a relatively good business 
year in 1953. . . . Beyond that, the outlook becomes less 
clear. . . . As of today, the possibility of a downturn in 
business before the end of next year is suggested by certain 
factors. . . . But a general decline, if it occurs, is likely to 
be mild.” 

Robert R. Dockson, economist, Bank of America (in an 
address before the Arizona Bankers Association, November 
22)—“A study of the components of our gross national prod- 
uct leads to the conclusion that our economic activity is 
not likely to undergo an important downward adjustment 
during 1953. Two of the components, gross private invest- 
ment expenditures and foreign exports, are likely to decline 
somewhat, but the continued expansion of federal, state and 
local government expenditures and the possibility of addi- 
tional activity on the part of consumers are apt to counter- 
balance the depressing’ forces.” 

Earl L. Butz, head, department of Agricultural Economics, 
Purdue University (in an address to the Conference of 
Bank Correspondents, December 1) —“Following mid-1953, 
when military spending is scheduled to taper off, the level 
of business activity in the United States may reach a crest 
and may be followed by a year or two of mild business 
downturn. This interval will be more in the nature of a 
period of relative stability and adjustment than recession. 
There will be a, modest downward adjustment in prices and 
business activity. It will be more like a 1949 than a 1932. 
Price adjustments will be spotty geographically, and will 
not fall equally on all lines of business activity. . . . Any 
downward adjustment in 1958 and 1954 will be moderate 
and shortlived. The postmobilization adjustment in our 
economy will be largely completed after 1954, and business 
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will continue its upward trend with modest upward price 
pressure.” 


United States Department of Commerce (“Markets After 
the Defense Expansion,” released December 28)—“The 
prospective rise in defense expenditures, the apparent con- 
tinued strength of fixed investment demand, and the cur- 
rent satisfactory inventory position of business point to- 
ward a strong probability, though of course no certainty, 
of another year of good business in 1953. 

“Productive resources appear adequate to forestall sizable 
general price rises unless an inventory boom should develop, 
premature tax reductions create a substantial federal deficit 
and augment the buying power of the public, or inter- 
national relations seriously deteriorate. However, moderate 
price advances in areas which have previously lagged, such 
as rents, are to be expected... . 

“A downturn in 1954 is a real possibility, but the case 
for it seems not greatly stronger than that which can usually 
be made this far in advance of any date. The analysis of 
defense spending and the related business investment sug- 
gests 1955 as the period when it will be of major importance 
sizably to expand private markets to maintain a high level 
of business activity. . .. We cannot conclude that business 
recession will or will not occur sometime, or at any particu- 
lar time, during the next few years. That forces exist which 
could create a downturn is apparent. It is the design of both 
government and business to prevent such a development, or 
to ameliorate it and limit its extension should it come.” 


Gerhard Colm, chief economist, National Planning Asso- 
ciation (“The American Economy in 1960,” December) — 
“This study examines the changes which might take place 
if the national security program should be reduced from a 
possible $60-billion peak to a “maintenance” level of $40 
billion, or possibly $50 billion, by 1960. The report points 
out that during the same period our economic potential will 
rise by perhaps 29%, over and above the level of 1951, which 
means an increase in our gross national product from $329 
billion to $425 billion. . . . Some of the main features are 


SUMMARY TABLE ON GROSS NATIONAL PRODUCT 


(Billions of 1951 Dollars) (Percentage Distribution) 
Actual Projected Actual Projected 


1st Half Ist Half 
19591 1954 1960 1952 1954 1960 


Consumer expenditures. 211.2 219 291 63 61 68 
Domestic and foreign 
investment.......... 49.0 50 58 15 
Government purchases. 75.8 90 76 22 25 18 
National security.... 47.8 60 40 14 17 9 
Other scsi ea nevsivict’s 27.9 30 36 8 8 8 


Gross national product. 336.0 358 425 110 100 100 
1Seasonally adjusted annual rates. 


shown in the following summary table which compares the 
-projected gross national product for 1960 and 1954 (the 
peak year of the defense program as now scheduled) with 
the actuals for the first half of the year 1952. This adjusted 
model is chosen because, in the view of the authors, it ap- 
pears as a desirable objective; the policies which are needed 
to obtain it seem to be attainable; and, finally, it represents 
a relationship between consumption, investment, and gov- 
ernment programs which is believed to be sustainable; that 
is, could be continued over time without causing major 
maladjustments.” 
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American Assembly (in its meeting at Arden House, De- 
cember 5-7)—‘‘The conclusion of the Assembly after re- 
viewing economic developments since the meeting last May 
was that immediate inflationary dangers have moderated 
but that forces making for inflation are still present. It was 
agreed that inflation may break out anew with any sudden 
or serious increase in international tensions.” 


National Association of Purchasing Agents (Bulletin, 
December 3)—“Purchasing agents find industrial business 
maintaining the high rate of the past two months, and be- 
lieve it will continue through, the first quarter of 1953... . 
Buyers believe the pressure on prices will be more down than 
up over the next few months.” 


Composite opinion of 187 leading economists polled by 
F. W. Dodge Corporation (Architectural Record, December) 
—“Minor changes only in over-all business trends are ex- 
pected by a majority of the panel of 137 of the nation’s 
leading economists recently polled. . . . High-level stability 
is expected to characterize general business conditions 
through most of the next year, with the possibility of a 
quite mild setback in the second half. . . . Total output of 
goods and services (gross national product) is expected by 
a majority of respondents to increase moderately during the 
first half of next year and to recede moderately during the 
second half. An estimated total for next year, based on 
median figures . . . would be $348.2 billion compared with an 
estimated $344.1 billion total for 1952. However, the ex- 
pected annual rate during the fourth quarter of next year 
would be $345 billion compared with an estimated current 
rate of $349 billion. ... 

“Moderately declining prices are indicated by the majority 
of respondents. The consumers’ price index for all items 
was reported at 190.8 by the U. S. Bureau of Labor Statis- 
tics for July 15, 1952. Median values . . . for future dates 
were as follows: December 15, 1952, 191; June 15, 1953, 190; 
December 15, 1953, 189. . . . A similar mild downtrend is 
expected for wholesale prices. The Bureau of Labor Statis- 
tics index for wholesale prices of all commodities stood at 
111.8 in July, 1952. Median figures were . . . as follows: 
December, 1952, 111; July, 1958, 110; December, 1953, 108. 
... Neither further price inflation nor marked price deflation 
is indicated by the expected mild price declines shown in the 
survey answers. 

“Little change is expected for next year in the nation's 
wage scales. For average hourly earnings in durable goods 
manufacturing, the median expectation . . . was for a grad- 
ual increase from $1.733 in July, 1952 to $1.77 in Decem- 
ber, 1953; in nondurable goods industries, from $1.551 in 
July, 1952 to $1.58 in December, 1953. 

“[For industrial production] median values . . . indicated 
the following: December, 1952, 223; June, 1953, 220; De-. 
cember, 1953, 216. 

“Personal consumption expenditures are expected by a 
majority of responding economists to remain close to the 
present record high rate. As reported by the Council of 
Economic Advisers to the President, these expenditures 
aggregated an estimated $208 billion in the calendar year 
1951 and continued at the annual rate of $214 billion during 
the first half of 1952. Corresponding figures indicated .. . 
were as follows: second half, 1952, at the $217 billion annual 
rate; calendar year, 1953, $215 billion. A majority ... 
expect an increase in consumer credit outstanding in 1953.” 


10 
Construction and Mortgage Activity 


Department of Labor and Department of Commerce (re- 
lease November 29) —“New construction activity in 1953 is 
expected to reach a new peak. 


EXPENDITURES FOR NEW CONSTRUCTION IN CONTINENTAL 
UNITED STATES 


Estimate for 1952 and Forecast for 1953 
(Millions of Dollars) 


Type of Construction 1952 1958 % Change 
Total new construction............ 32,318 33,500 +3.7 
Private construction.............- 21,681 22,200 +2.4 
Residential building (nonfarm)... 11,029 11,450 +3.8 
New dwelling units............ 9,820 10,200 +3.9 
Additions and alterations....... 1,026 1,050 +2.3 
Nonhousekeeping.............. 183 200 +9.3 
Nonresidential building (nonfarm) 4,945 4,600 -7.0 
Industrial (2 baie PP 2,289 1,650 27.9 
Commerciale. «.oa's sean 1,101 1,400 +27 .2 
Warehouses, office and loft 
Udinese c.cere suancsare ore 479 575 +20.0 
Stores, restaurants and garages 622 825 +32.6 
Other nonresidential building. .... 1,555 1,550 -0.3 
Religious. s.. ss-ie.c epost: Stems 397 425 +7.1 
Educational swe sues soa05.- 354 375 +5.9 
Social and recreational........ 125 150 +20.0 
Hospital and institutional ..... 388 350 -9.8 
Miscellaneous................ 291 250 -14.1 
Farm construction.............. 1,700 13700 a ecevetae,< 
Binbylecccutbsbities en ciyece ci cosas sia. ott <G 3,925 4,350 +10.8 
BPORUStEi tae secs ce + ee 400 425 +6.3 
Telephone and telegraph....... 550 575 +4.5 
Other public utilities.......... 2,975 8,350 +12.6 
All other private............... 82 100 =+22.0 
Public construction............... 10,637 11,300 +6.2 
Residential building............. 643 575 -10.6 
Nonresidential building.......... 4,104 4,250 +3.6 
Andustrialhsces fits: fe oes 1,649 1,700 +3.1 
aducationaliace «2s. ake. iee = ae 1,618 1,775 +9.7 
Hospital and institutional...... 478 375 -21.5 
Other nonresidential building. . . 359 400 +11.4 
Military and naval facilities... .. 1,355 1,600 +18.1 
Highways.ge5 Jee cialaceios Sah. 2,740 3,000 +9.5 
Sewer and water................. 686 725 +5.7 
Miscellaneous public-service en- 
ECRPIINCH Seacrest cots: 202 200 -1.0 
Conservation and development... 843 875 +3.8 
Alliother publicsii dc ise oc. a wins 64 15 +17.2 


Miles L. Colean, consultant on construction and mortgage 
finance (in an address to the National Association of Mu- 
tual Savings Banks, December 8)—“A continued good de- 
mand for mortgage loans and a larger supply of money with 
which to make them: that, in brief, is the way the outlook for 
mortgage business in 1953 shapes up to me. .. . Summarizing 
the demand side of the finance picture, the outlook for 1953 
is this: residential building will want the same, or an only 
slightly smaller, volume of funds than it has had in 1952; 
commercial building, after probably a slow start due to ma- 
terials difficulties will want considerably more than it was 
permitted to seek in 1952. Farm loans will be slightly up; 
utilities borrowing will remain fairly constant. Industry, 
however, may ask for considerably less. . . . On balance, the 
present outlook is that private demand for borrowed funds 
during 1953, will not be in excess of that of 1952, but the 
total demand, including that of government, will be some- 
what greater. The increase, however, does not promise to 
put a substantial strain on the money supply. On the con- 
trary, because of the continued growth of institutional sav- 


ings, the outlook for the year as a whole is for a noticeable 
easing of the present tight condition.” 

Thomas S. Holden, president, F. W. Dodge Corporation, 
and Clyde Shute, Manager of Statistical and Research Di- 
vision (Architectural Record, December) —“Basic materials 
will be in ample supply after the first quarter of 1953, pos- 
sibly sooner. Restrictions on commercial and recreational 
buildings will be eased and then lifted. Construction costs 
are expected to change but slightly if at all, and housing 
credit will continue about as now... .” 

ESTIMATED DOLLAR VOLUMES OF BUILDING 
AND ENGINEERING PROJECTS 


(In accordance with contract records for 37 eastern states; 
figures in millions of dollars) 


Year 1952 Year 1953 Percentage 


Classification Estimate* Estimate Change 
Total (Private and public ownership) 
Nonresidentiales 0.209 .deee scree 6,216 6,700 8 
Residential. 2h... Bekeetiee ns 6,509 5,770 -11 
‘Total building -.cusweeau'e felsts.: 12,725 12,470 -2 
Public works and utilities.......... 3,283 3,550 8 
Total construction............. 16,008 16,020 0 
Private ownership 
Nonresidential...............++- 3,234 3,235 0 
Residentials. $3. 5.5.<cutsecere ae 5,768 5,110 -11 
Total building................. 9,002 8,345 ~4 
Public works and utilities.......... 558 585 5 
Total construction............. 9,560 8,930 -7 
Public ownership 
Nonresidential Js. ..c3 Saveleslecten's 2,982 3,465 16 
Residential, 2.-.cce cacctete cats 741 660 -ll 
Total building................. 8,723 4,125 11 
Public works and utilities.......... 2,725 2,965 9 
Total construction............. 6,448 7,090 10% 


*Nine months actual, last three months estimated. 


Population and Labor Force 
Bureau of the Census (Current Population Reports, 
December 28) — 


FAMILY UNITS BY TYPE, FOR THE UNITED STATES: 1940 TO 1969 
In thousands 


July 1955 July 1960 


Type of Family Unit Sr ria La = = Ws oie 
All: households scnch.. 52 tices 84,949 43,468 47,701 50,822 
Husband-wife households........ 26,571 33,928 36,344 38,480 
Other households with male head. 3,109 $8,002 3,260 3,362 
Households with female head..... 5,269 6,588 8,097 8,980 
Primary families................ 31,491 gg739 41,870 
Primary individuals............. 3,458 4'737 5,831 aaeee 
All married couples............ 28,517 35,925 37,798 39,886 
With own household............ 26,571 33,928 36,344 $8,480 
Without own household.......... 1,946 1,997 1,454 1,406 
Alijamilesy veces ccc ee 82,166 39,193 42,940 44.616 
Husband-wife families........... 26,971 34,291 36,600 38,727 
Other families with male head..... 1,579 1,265 1,820 1,811 
Families with female head....... 3,616 3,687 4,820 4,578 
Primary families Sins aM cbt chard wee a 31,491 38,782 41,870 44,259 
Secondary families.............. 675 462 370 357 
All subfamilies..............05 2,062 2,869 1,832 1,772 
Husband-wife subfamilies........ 1,546 1,684 1,198 1,159 
Other subfamilies............... 516 736 634 613 
pasta deid hss seesa OE Fn Te ee ke SRNL ah Jey ht 


Bureau of the Census (Current Population Reports, 
December 10) — 


(Continued on page 26) 
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Percentage Change 


Ttem Latest Month | Latest Month 
Novemberp October September November over over 
Month Ago Year Ago: 
Production and Business Activity— 

Industrial othe: total (S)...... SRS: 1935-89 = 100 229 |r 227 |r 226 219 +0.9 +4.6 
Mere (S) ee Pagel hieis.ous ateteis 1935-39 = 100 297 |r 294 |r 287 277 +1.0 +7.2 
Nondurable goods (S)....... sislstacsicnerels ...|| 1935-89 = 100 192 |r 193 194 188 -0.5 +2.1 
Minoralsi(S) 2s. cote soe. celrce ctdeeen 1935-89 = 100 172 |r 165 |r 175 170 +4.2 apltat 

Consumer durables (S)...............e0c0: 1947-49 = 100 n.a. 124 ]r 121 103 +2.5 +20.4 

Machine tools'y.c.oc.cc ccc css eee ec eces 0s 1945-47 = 100 338.2 1r 357.8 }r 368.3 226.0 —5.5 +49.6 

Construction contracts awarded, residential .|} million dollars 528 |r 602 518 444 -12.3 +19.0 

Construction contracts awarded, other...... million dollars 720 709 1,521 488 +1.7 +47.6 

Pvetail sales .(S) Rs 6 sco siyeccracere ¢ ¢sis.08 + eeus.e.c million dollars 13,850 |r 14,110 |r 13,558 13,239 -1.8 +4.6 

Retail inventories (S)?R.................. mnillion dollars n.a. 20,511 |r 20,281 20,795 +1.1 -1.4 

Department store sales (S)................ 1947-49 = 100 112 115 106 113 —2.6 -0,9 

Department store inventories (S)3.......... 1947-49 = 100 N.a. 120 120 121la 0 -0.8 

Manufacturing sales (S).................0. mnillion dollars n.d. 24,632 |r 23,663 22,726 +4.1 +8.4 

Manufacturing inventories (S)*............ million dollars n.a. 43,810 |r 43,224 42,437, +0.2 +2.1 

Manufacturing new orders (S)............. million dollars n.d. 24,596 |r 24,386 24,297 +0.9 +1.2 

Manufacturing unfilled orders*............. million dollars n.a. 74,691 |r 75,662 65,353: -1.3 +14.3 

Garlondings; total's: 0: sess. cc ccc cee cee 791 828 845 790 4.5 +0.1 

Carloadings, miscellaneous®......... ERD te 382 419 398 382 -8.7 +0.2 

Prices, Wages, Employment— 
asic commodity rices* R okie Dleretatate ates 1947-49 = 100 91.4 92.5 95.2 109.4 -1.2 -16.5 
Wholesale commodity prices, all........... 1947-49 = 100 110.7 |r 1211.1 111.8 113.6 -0.4 -2.6 
EB CeSiC OAD CRAIC ICE ROR CR AERCRT AC CCIE CR Dam oR nA aE 1947-49 = 100 103.8 104.9 106.6 112.0 -1.0 -7.3 
Industrial PRET nenS eels Sele camregenssereyeis’s cvarehareo11 > 1947-49 = 100 112.8 |r 118.0 113.2 114.5 -0.2 -1.5 

Consumers’ price MNGOX SE Fie ile Vole ldite 1935-39 = 100 191.1 190.9 190.8 188.6 +0.1 +1.3 

Farm parity price ratio................05. 1910-14 = 100 99 100 101 106 -1.0 -6.6 

Non-agricultural employment. .. Romtsls site's onthe thousands 55,454 54,588 54,712 54,314 +1.6 +2.1 

Wneamployment sy-7 closeness cis ose cle eats ee thousands 1,418 1,284 1,438 1,828 +10.4 —22.4 

Factory employment...................45 thousands 13,357 |r 13,337 |r 138,246 12,904 +0.1 +3.5 

Average weekly hours worked, a paaltatadeetes number 41.2@)r 41.4]r 41.8 40.5 -0.5 +1.7 

Average hourly earnings, manufacturing. . dollars 1.715 |r 1.705 |r 1.696 1.626 +0.6 +5.5 

Personal income (S)®.............seeceeees billion dollars n.a. 275.8 |r 273.8 261.7 +0.7 +5.4 

Finance and Government— 

Bank debits, outside New York City®....... million dollars 70,751 82,171 74,608 712,428 -13.9 -2.3 

Business loans’... .......0.00 2. cee c cesses million dollars 22,737 21,992 21,343 20,813 +3.4 +9.2 

Consumer instalment credit outstanding’. ..|| million dollars n.d. 15,595 |r 15,196 13,196a) +2.6 +18.2 

Privately held money supply’..........6... billion dollars n.d. 190.2 187.4 181.6 +1.5 +4.7 

Federal budget receipts............. Ae million dollars 4,151 3,099 6,585 3,521 +33.9 +17.9 

Federal budget expenditures...... A siete ations million dollars 5,161 6,383 6,070 5,178 -19.1 -0.3 

Defense expenditures...........c0000 million dollars 3,760 4,248 4,393 3,428 -11.5 +9.7 

Federal budget surplus or deficit, cumulative! million dollars —8,172 -7,163 —3.879 —7,120 eRe ee 

8 Adjusted for seasonal variation ‘Average weekly 2 By etictageey Wednesday 2 Nea at 

a rol: anes “pelea alae A cd casted riesad 8From July 1 to end of nas indicated p Preliminary 


R New series; not comparable to earlier data shown. 


Association of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistica; Department of Commerce; F. W. Dodge Corp.; Federal Reserve 
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Sources: 
National Machine Too! Builders Association; Treasury Department; Tam Comrzguscz Boarp 


A summary of remarks made by John S. Coleman, President, 
Burroughs Adding Machine Company, at the evening dinner ses- 
sion of The Conference Board's 335th meeting held Thursday, 
November 20, 1952, at the Sheraton-Cadillac Hotel, Detroit. 
Mr. Coleman also served as chairman of the afternoon panel on 
foreign trade which is reproduced in summary form on the pages 
that follow. Remarks by other speakers round out the picture. 


THE OUTLOOK FOR FOREIGN TRADE 


MR. COLEMAN: There is no question in my 
mind that if the United States cuts off foreign aid to 
overseas countries, they will have less to spend on 
foreign goods. Exports, therefore, in my opinion, will 
be sharply reduced. 

However, although I am associated with a company 
which draws about 28% of its revenue from abroad, 
I could not quarrel with this course of action. We 
have got to solve the dollar problem by measures 
permanent rather than temporary in their effects. 

On this point, a Danish representative at the Gen- 
eva Session of the General Agreement on Tariffs and 
Trade between nations said the other day: “To the 
man in the street it is incomprehensible that the 
United States prefers to continue to assist us through 
dollar grants from the American taxpayers, thereby 
keeping us on as gift-receiving nations instead of 
allowing us to pay in goods for dollars, when Europe 
generally needs to buy American products.” 

The time is certainly ripe for a new and vigorous 
approach to our foreign economic policy. Reports 
from Europe indicate that many Europeans feel that 
economic aid should end. Though it was essential 
after the war, there is growing agreement that the 


time has come to cut the pipe line and let their 
economies be disciplined by the full weight of eco- 
nomic forces. Moreover, there is no question that 
American public opinion is not willing to continue 
what was regarded as a temporary aid into the in- 
definite future. 

But the crucial problem remains: how to get cur- 
rency convertibility. It is clear that this can be 
achieved only by drastic action on both sides of the 
Atlantic. On our side, the Custom Simplification Act 
must be passed, the Buy American Act must be re- 
pealed; and, more fundamentally, the protectionist 
tariff policy of the United States must be revised. 

That is a tall order, but only if we press forward 
vigorously to these objectives can we hope to bring 
about the conditions for closing the dollar gap. 

So strong is the opposition to some of these meas- 
ures that we cannot hope to implement them unless 
the President-Elect speaks plainly to the American 
people. All of us must support him in the effort to 
get the necessary legislation action from the new 
Congress, so that with the elimination of foreign aid 
it will be possible for overseas nations to earn dollars 
by free competition in our markets. 


Why Detroit Is Interested in World Trade 


The Detroit Board of Commerce, representing the 
many diversified industries and businesses operating 
within the Detroit area, whose connections and invest- 


ments are extended throughout the world, has long 
been concerned with the problems of world peace and 
security, including those of world trade. 

The Detroit area is the center of mass production, 
and one of the most important producers of industrial 


products destined for world markets. The Port of 
Detroit is a major port of entry and exportation. Its 
industries have invested heavily in the markets of the 
world. The economic well-being of the City of Detroit 
and the State of Michigan is dependent upon a high 
level of international trade. 

For these reasons, the Detroit Board of Commerce, 
through its various committees concerned with world 
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trade and world affairs, has a special interest in inter- 
national and economic policies. 


General Principles 


We in the City of Detroit believe in free trade as 
an ultimate objective. Only policies that contribute 
toward the creation of a healthy, relatively free world 
trade will solve the staggering international problems 
this country faces—both in the economic and political 
spheres. Only by the establishment of a free and 
healthy world trade will world peace eventually be 
secured. 

We are convinced that the United States has 
reached a point in its economic development where 
high protection philosophies are contrary to the best 
interest of labor, the consumer and industry. We be- 
lieve it illogical to subsidize the world consumption 
of American products by loans and grants, and at the 
same time refuse foreign imports. 

World trade is a two-way street. We cannot for- 
ever continue to sell, if we refuse to buy; nor is it 

- wise to continue to give away the products of this 
nation, raw materials and resources while refusing 
to accept payment in kind from abroad. This will 
serve only to impoverish our peoples, lower our 
standard of living, and deplete our natural resources. 

We believe, as indicated by the report by the Presi- 
dential Commission on Raw Materials and Resources, 
this nation must in the future conserve those raw 
materials and resources remaining in the United 


States, and greater emphasis must be placed upon the . 


development and importation of materials from the 
other nations of the word. 


Reciprocal Trade Agreements Program 


We support the Reciprocal Trade Agreements pro- 
gram. This program, however, is insufficient. The 
limited period for which the Act runs and the neces- 
sity, therefore, for periodic reenactment of the legis- 
lation—possibly with stultifying amendments—makes 
it difficult for businessmen, both abroad and at home, 
to enter into long-range planning. In our opinion, it 
is too narrow a concept and too unstable a method of 
lowering the American tariff wall. We would advocate 
a revision of American tariff laws in order to lower 
duties across the board, rather than on piece-meal 
basis presently followed under the Reciprocal Trade 
Agreements Act. Until such a program has been 
presented, we would recommend an expanded long- 
term Reciprocal Trade Agreements Act. 


Tariffs 


We advocate a complete revision of the Tariff Law 
of 1930, and the establishment of a Tariff Law con- 
sistent with the economic facts of our time—leading to 
the eventual elimination of all tariff barriers in the 
United States. 

We also recommend that the United States Govern- 
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ment do everything possible to achieve reciprocal re- 
ductions in the tariff barriers of other nations. 


Customs Simplification 


We advocate the enactment of the Customs Sim- 
plification Act of 1951. This Act, however, does not 
cover all the inequities contained in the Customs 
Regulations at the present time. Ideally therefore, it 
should be broadened to bring about a greater revision 
of Customs Laws and Regulations. 


U. S. Tariff Laws, Technical and Other 


Business Material 


The Detroit Board of Commerce recommends a 
change in the Tariff Act of 1930 to allow for the free 
importation of technical material, models, parts, etc., 
not imported for use or for sale, but in conjunction 
with overseas operations. Present restrictions on such 
materials serve no practical purpose. They do not 
protect any industry, consumer or labor groups in 
the United States and serve only to hamper United 
States business and international operations. Like all 
international trade, the trade in ideas is a “two-way 
street.” 


Value Added 


At the present time, when a product or material is 
shipped abroad for further fabrication and subse- 
quently reexported to the United States, duty must 
be paid exactly as though the entire process of fabri- 
cation were done outside the continental limits of the 
United States. Thus, if a product is shipped abroad 
for chromium-plating and then reimported, duty is 
paid as if the part were both fabricated and chromium 
plated abroad. This is particularly significant to in- 
dustries located in the border areas of both Canada 
and Mexico. The Detroit Board of Commerce advo- 
cates a change in the Customs Laws making only that 


portion of a product manufactured abroad subject 
to duty. 


Quota Restrictions 


American industry has been affected seriously by 
quota restrictions placed against American products. 
At the same time, the United States has placed quota 
restrictions against foreign goods—as, for example, 
in Section 104 of the Defense Production Act of 1951. 
These restrictions are the most inflexible of all ob- 
stacles to world trade. United States quota restric- 
tions should be removed, and every effort made to 
press for the removal of foreign quotas on United 
States products. 


The Buy American Act 


The Buy American Act restricts the sale of foreign 
goods in the United States at a time when tax dollars 
are being spent in order to put many of these countries 
on their feet. The expenditure of United States Gov- 

(Continued on following page) 
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ernment funds for economic purchases abroad should 
not be discouraged. Besides assisting overseas coun- 
tries, it saves United States tax dollars at a time 
when taxes are already a serious burden on our do- 
mestic economy. The Buy American Act is illogical 
and indefensible. 


Double Taxation 


A major deterrent to private and United States 
overseas investments is double taxation. Any private 
investor must face the prospects of paying not only 
the usual taxes in the country in which the investment 
is placed, but in some cases must pay taxes on profits 
or dividends remitted to the United States. Thus, 
double taxation defeats the objectives of the Ameri- 
can foreign economic policy by discouraging overseas 
investment. Suitable legislation should be adopted 
to free private United States overseas investments 
from taxation when profits are returned to the United 
States. 


European Economic Aid 


We endorse the aims and objectives of the Ameri- 
can Foreign Aid Program. We believe that an excel- 
lent job has been accomplished, so far as relief and 
political stabilization are concerned. Greater empha- 
sis should now be placed upon the Program’s other 
objectives—industrial recovery and unification. Much 
remains to be done before it will be possible for 
Europe to stand on its own feet without continual as- 
sistance from the United States. Increased wealth 
can be produced only by greater productivity. With- 
out increased productivity, we must expect a perma- 
nent relief program. 

In the future more attention must be paid to the 
extension of capital or permanent aid to industry. 
Businessmen and industrialists in Europe have an 
intimate knowledge of what is needed to bring about 
lasting improvement in industry. Furthermore, direct 
loans to sound industries will ultimately be repaid. 

Counterpart funds should be used on a wide and 
imaginative scale. Every dollar of counterpart funds, 
if again put to work should make it easier on the 
American taxpayer. These funds should be utilized 
for the reestablishment and promotion of multilateral 
trade; for financing projects and making loans to 
European industries wherever such projects and loans 
would increase productivity; for the acquisition of raw 
materials and technical and industrial equipment; for 
the production of materials necessary to economic 
progress in Europe; and for the improvement and ex- 
pansion of educational facilities. 

We especially stress the need for help other than 
money. By this we mean the voluntary aid which 
could be given by American management in the way 
of technical help and “know-how.” Technological and 
management ideas of vital importance for the in- 
crease of productivity are available both in Europe 
and the United States. What is needed is freer com- 


munication, freer discussion of common problems. ; 

With regard to the Anglo-American Productivity 
Council, we feel we must go beyond the visitation 
stage and bring about industry-to-industry coopera- 
tion whereby American firms will individually work 
with European firms supplying our “know-how” in 
management and sales ideas. 

The Foreign Aid appropriations should be definitely 
earmarked for political aid and for industrial aid. 

We believe that more emphasis should be placed in 
the Foreign Aid Program on private United States 
business and particularly upon private investments 
in new plant facilities in other areas of the world. 


Military Aid 


With regard to military aid to our allies throughout 
the world, we believe in utilizing the lend-lease system 
so that the United States may have an inventory con- 
trol on the material our allies have received as a gift 
from the United States. This is of great importance 
in many nations where inventory control of military 
equipment is poor at its best. After the emergency is 
over, some tax dollars may be saved through the sale 
of this military equipment after it has served its 


purpose. 
Point IV 


We are in sympathy with the proposal made by 
the President, now commonly described as Point IV, 
to assist in overseas economic development. We be- 
lieve also that if the program is to be successful, much 
emphasis must be placed upon the role of private 
business and industry. 

We recognize that there is an important sphere for 
governmental action in this program, as for example 
in the areas of health, sanitation, education, agricul- 
ture; developing port facilities; and in government. 
We note that in the development of basic services such 
as agriculture, sanitation and vocational training, the 
methods developed by the Institute of Inter-Ameri- 
can Affairs—that is “Servicios” jointly staffed and 
largely locally financed—have been highly successful. 
We believe there is also a semigovernmental field for 
action along the lines developed by such organizations 
as the International Bank for Reconstruction and 
Development, and the Export-Import Bank. 

At the same time, we believe that much more 
can be done in encouraging private enterprise to ex- 
tend its investments to less developed areas of the 
world. The export of American technical know-how 
has been proceeding for many years. Billions of dollars 
of American capital are now at work around the 
world—in many instances in cooperation with local 
capital. There are however, a number of obstacles 
which prevent larger overseas investments. In order 
to encourage private industry, we recommend (a) that 
double taxation be eliminated; (b) that appropriate 
tax inducements be given to firms and individuals 
investing their capital abroad—for example, acceler- 
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ated amortization; (c) that the United States Govern- 
ment continue to press, by negotiation, for the re- 
moval of quotas, for the reduction of tariffs and for 
the elimination of discriminatory laws and regulations 
abroad. 

The Point IV Program can be successful only if 


Detroit Board of Commerce Statement 


both industry and government are free to do their 
part in cooperation with the other. Industry and 
government must go hand in hand if our leadership 
in world affairs is to be successful—Statement of 
Policy of the Detroit Board of Commerce on United 
States Foreign Trade and Foreign Aid Policies. 


In Latin America 


By John Abbink 
Partner, Abbink & Drumm 


URING the past five years a marked deteriora- 
tion has occurred in the political and economic 
scene in most Latin American countries. Fully a 
third of the area, in terms of population and extent, 
has come under autarchic political rule, ranging from 
rigid totalitarianism in Argentina and Guatemala, 
through various degrees of dictatorship in Bolivia, 
Cuba and Venezuela, to less obvious but still scare- 
provoking fascist tendencies in Chile, Ecuador and 
Colombia. Meanwhile, another dollar crisis confronts 
Brazil, and Mexico is only just emerging from a period 
of capital flight brought on by her recent election 
campaign. 

There is no doubt that much of the current unrest 
arises from the stimulation of production in fruits of 
the soil and subsoil caused by the war emergency in 
1940-1945, and the resulting rosy predictions in Latin 
America that the golden age of the raw materials 
countries had arrived. Reluctance to face the prospect 
of a return to competitive world markets and of falling 
prices at the end of the war has been the chief eco- 
nomic factor contributing to this political ferment. 

But another reason daily becoming more apparent 
is the rising resentment in the countries to the south 
of us. There, citizens are urged by subversive leaders 
to believe that the United States has abandoned its 
interest in the area and instead is stimulating develop- 
ment in Africa, where labor is less expensive, through 
prodigious grants to European nations exercising 
colonial control in what once was known as the 
“dark continent.” At the same time, the propaganda 
line postulates, price ceilings and controls fixed by the 
United States effectively limit the financial return on 
commodities Latin American countries produce. 


A POLICY OF SCARCITY 


This cynical doctrine is hard to overcome and dis- 
prove, because it has in it some element of truth. The 
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funds granted to Europe under the Economic Co- 
operation and the Mutual Security administrations 
during the past five years have enabled Britain, Bel- 
gium and France to set aside revenues, which would 
not otherwise have been available, for development 
of their African colonial possessions. The resulting 
production in years to come doubtless will increase the 
availability of raw materials and foodstuffs, and thus 
tend to stabilize and perhaps lower commodity prices. 
Such an eventuality would promote our private enter- 
prise philosophy of plenty for all, but runs counter to 
the feudalistic concept more prevalent in Latin 
America that a policy of scarcity is preferable. 

Furthermore, price ceilings imposed by the United 
States at the advent of the Korean incident have 
served in some measure to halt a runaway in prices 
for commodities needed in a defense economy. 

To contend, however, as many Latin Americans do, 
that price controls and grants for the rehabilitation of 
Europe were dual measures deliberately aimed at 
holding a continent in economic checkmate is scarcely 
worthy of a region which has profited greatly through 
friendship and cooperation with the United States for 
a century and more. Any measures which may have 
been taken by the State Department to counteract 
this communistic campaign seem to have been of 
little avail. 


CONSIDERABLE NEW INVESTMENT 


Actually, something like $3,400 million of new dollar 
investment has taken place in Latin America during 
the period 1945-1952. The most significant feature of 
this outflow of new dollars is that nearly 85% of it 
represented private investment rather than govern- 
ment grants or loans. These new investments, ex- 
pressed in the values of machinery and equipment 
shipped, have helped to expand hemisphere trade 
statistics over the past several years—a record already 
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distorted because it includes the backlog of orders 
accumulated during the first half of the past decade 
when our preoccupation with war needs interfered 
with normal business transactions. 

In ordinary circumstances, this might indicate a 
considerable falling off of hemisphere trade during 
the next five years. However, two factors about which 
there is as yet little general understanding will proba- 
bly confound the pessimist and could easily cause 
overoptimism. The fact is that the United States 
faces a dilemma, revealed in the report of the Presi- 
dent’s Materials Policy Commission made public in 
June of this year. The Commission, comprising busi- 
nessmen, engineers and economists, and headed by 
William S. Paley, president of the Columbia Broad- 
casting Corporation, pointed out that currently some- 
thing over one third the value of the part of our gross 
national product made of metal represents imported 
minerals. By 1975, the commission experts estimated, 
the figure would rise to 55% because of depletion of 
subsoil resources in the United States. 

The report poses a serious problem with which in- 
dustry and government in this country will have to 
deal over the next few years. The expansion of our 
economy requires raw materials, and especially min- 
erals, in abundance. They can be supplied from 
natural sources, or substitutes for them must be found. 
Latin America has many of the minerals our industrial 
machine requires. The question then is: Does Latin 
America wish to make them available on a basis that 
the people of the United States will consider equitable? 
Or will the decision be that the development of sub- 
stitutes and synthetics in our research institutions is 
more likely to cost less in the long run? 


A_ DIFFERENT CONCEPT 


Before attempting to answer these questions, I 
suggest we look at the other side of the picture. Latin 
America has ambitious plans for development, but the 
word “development” has a different connotation there 
than it does in this country. In Latin America, devel- 
opment means not so much the provision of raw 
materials for export but complete local fabrication of 
the articles people use and wear and eat that are made 
of these raw materials. For instance, availability of 
imported finished copper products at many times the 
price paid per pound for the partially refined raw 
metal exported from Chilean mines makes no appeal 
to the “Chileno.” 

These two aspects of the principal economic problem 
in the Western Hemisphere—need for raw materials in 
the North and desire for development in the South— 
seem superficially to be easy of solution. Actually 
they are not, because they are more dissimilar than 
they appear to be. 

Extraction of raw materials requires great amounts 
of capital for expensive equipment, which is concen- 


trated in large units, often established in remote areas, 
and not easily movable. The proportion of wages to 
total value in the resultant product is usually small, 
and the economic benefit to the host country hard 
to demonstrate. Fabrication of these raw materials, 
on the other hand, demands relatively smaller amounts 
of capital to provide machinery that can usually be 
moved; it employs more workers per unit of output; 
and it produces articles that go directly into the 
market place, thus providing tangible evidence of 
local benefit. 


FEAR OF CONFISCATION 


Just as there are essential differences between the 
products of extractive and fabricating industries in 
Latin America, so are the problems varied. The chief 
danger to the raw material producer has always been, 
and still remains, that of expropriation, or its more 
subtle twin, confiscation, which results from deliberate 
or short-sighted regulation and is often the fate of 
public utility enterprises. The announcement by the 
Peron-inspired Pas Estensoro, usurper of the Presi- 
dency in Bolivia, that the tin-mining industry is to 
be nationalized, awakens grim recollections of the 
oil controversy in Mexico fifteen years ago and must 
discourage every friend of Latin America in this 
country. It suggests that Bolivia will cut as little a 
figure in world tin production in the future as Mexico 
does now in supplying petroleum. 

The recent threat by Chile to embargo shipments of 
raw copper unless a larger proportion was set aside for 
sale by the Chilean government in “free world mar- 
kets” (a euphemism for the world black market that 
has existed for some years in this commodity) is an- 
other instance of the threat to raw materials producers 
in Latin America. 


SOME OF THE PROBLEMS 


Problems of businessmen in the kind of develop- 
ment Latin America wants are of a different nature 
entirely. In a report prepared last year by the Na- 
tional Industrial Conference Board, for the President’s 
Committee for Financing Foreign Trade and based on 
replies from interests both large and small in this 
type of Latin American enterprise, the following chief 
obstacles to development in the area were cited in the 
order of their importance: 


. Export or import quotas 

. Limitation on remittances of profits 
. Burden of Social Security legislation 
. Control of capital movements 

. Multiple exchange rates 

. Lack of trained native personnel 

. Lack of transportation facilities 

8. Inadequate power supply 


There were fourteen other obstacles mentioned in the 
survey, but no one of them was cited by as many as 
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THE NATIONALISTIC APPROACH 


“We taught these Latin American countries a very 
good lesson in the past. There is hardly a manufac- 
turing establishment established there, including 
those owned by United States citizens, that has not 
immediately asked for some protection. Some of 


it is justifiable for a period at least, but most in- 
vestors who go into Mexico, Brazil, Chile or Peru 
to set up & manufacturing establishment write into 
their contract with the government a provision that 
there is going to be some protection." 

(Mr. Abbink in discussion period) 


10% of those who replied. It is particularly note- 
worthy that madequate transportation and power 
facilities combined—problems to the solution of which 
most of our public funds and technical assistance are 
now being devoted in Latin America—are represented 
in this report as being less of an obstacle than either 
the quota question or the limitation on the remittance 
of profits. It is also noteworthy that the six most 
important obstacles cited arise not specifically from 
meager financial resources but, directly or indirectly, 
from ill-advised social and political considerations. 
The fear of expropriation or confiscation does not 
appear to be a decisive factor in the type of develop- 
ment Latin America has indicated she wants. 

Reflection on these obstacles cited by businessmen 
themselves tends inevitably to the conclusion that our 
approach to the solution of economic problems of the 
hemisphere needs more forthright leadership than it 
has recently had. Individual business is helpless in 
opposing misguided political trends. Even as a group, 
traders need the sympathetic and thoroughly under- 
standing assistance of all the force officialdom can 
muster in overcoming the important, rather than the 
relatively unimportant, road blocks to economic de- 
velopment. In no area of our top-level foreign policy 
planning has sterility of thought been so manifest as 
it has in our hemisphere approach. 

Observers both in Latin America and in this coun- 
try have commented on the change in the official atti- 
tude from the United States that has taken place 
since the war, lending substance to the impression in 
Latin America that we are friends only when we need 
friendship. Solution of political and economic prob- 
lems in other parts of the world will prove an empty 
triumph indeed if it comes at the expense of dis- 
organization in the Western Hemisphere. 


FOR A MORE FORTHRIGHT APPROACH 


I suggest that the occasion for a more forthright 
approach to the solution of hemisphere economic 
problems might be the meeting next year of the 
Tenth Inter-American Conference, which is sponsored 
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by the Organization of American States, and which 
is scheduled to convene in Caracas late in 1953. Effec- 
tive leadership by the United States in this confer- 
ence, if adequate preliminary preparations were made, 
could go far toward redressing a situation which seems 
to be getting out of hand. The economies of the 
countries on this hemisphere are complementary, 
rather than antagonistic, and diligent effort in the 
diplomatic field before the conference and at the meet- 
ing itself could focus attention on the benefits that 
would result from area-wide cooperation. 

As concrete evidence of the desire of the United 
States for development in Latin America I suggest, 
moveover, that our delegates to this conference be 
authorized, after consultation with the appropriate 
Congressional committees, to offer complete abate- 
ment of taxes on United States corporate investments 
in Latin America under certain circumstances. At 
first this may seem like a revolutionary proposal; it 
is sure to arouse controversy. I make it because I 
have become convinced that it is the only way that 
Latin America will get the kind of development she 
wants, and permit the type of development the 
United States needs. 

In return for this tax concession we must negotiate, 
country by country, and could obtain from most of 
them, I feel sure, procedures which might not en- 
tirely eliminate the evil of expropriation but would 
assure more equitable treatment than business now 
receives and might alleviate the obstacles to develop- 
ment in Latin America that arise from political con- 
siderations. To some this may appear to be dollar 
diplomacy. I prefer to think of it as an alternative to 
government loans; as an incentive to development of 
the type we will need during the next quarter century; 
and of the kind Latin America wants now. 

The idea of tax abatement on corporate investment 
overseas is not completely new. Britain has em- 
ployed it for years as a stimulant to private foreign 
investment, as have other European countries. I sug- 
gest that it should be limited at this time as United 
States policy to Latin America before making it effec- 
tive elsewhere, not only to promote the extraction of 


THE WHIPPING BOY 


It has become pretty popular all over the world 
to use United States trade policies as a whipping 
boy; so much so that we even come to a little self- 
flagellation here. Actually, other countries are just 


as bad as the United States, if not worse, and un- 
less we can do something that will help to reduce 
barriers in other countries the mere tearing down 
of barriers in the United States, while it will be a 
temporary lift in other countries, does not solve 
the problem. (Mr. Abbink in discussion period) 
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raw materials which we need and to aid the economic 
development of our southern neighbors, but to meas- 
ure the weight of the concession as a bargaining factor 
in other parts of the world. 

The Paley report, to which I have already referred, 
estimates the income to the United States from taxes 
on all corporate income derived from overseas invest- 
ment at $400 million annually. Of this total, income 
from such investments in Latin America would be not 
more than 40%; certainly it would be less than $200 
million. Not a large item in our total budget of $70 
billion, it represents less than we are advancing to 
Latin America now by way of loans for projects that 
do not touch the core of the problem. Furthermore, 
as corporate earnings in this country from Latin 
American investments were distributed to stockholders 
as dividends, they would be subject to then current 
rates of personal taxation. Some go so far as to urge 
tax concessions also for individual investors, but I 
doubt whether equity considerations would permit. 


A JOB FOR PRIVATE INVESTMENT 


Abatement of taxes in the United States on income 
derived from corporate Latin American investments 
would stimulate private enterprise in the development 
of the hemisphere and be concrete evidence of the sin- 
cerity of official pronouncements on the issue of pri- 
vate versus public financing. Only industry itself in 
the United States can fulfil the desires of Latin 
America for industrial development; no government 
of which I know has any competence in this field. In 
spite of my admiration for the Point IV program as a 
statesmanlike concept, I submit that it will fall far 
short of the goal established for it in the President’s 
1948 message to Congress unless private industrial 
enterprise is invited to take its proper place. 

Inability to provide the kind of assistance overseas 
countries want most—help for industrialization—illus- 
trates the essential weakness of the present Point IV 
organization. Actually it does little more than co- 
ordinate programs that have been carried on success- 
fully for years by other departments and agencies— 
Agriculture, Interior, the Bureau of Public Health, ete. 
Despite the Congressional mandate in the Point IV 
legislation that the assistance of private enterprise 
must be sought and encouraged, little has been done 
to satisfy the overseas desire for industrialization be- 
yond the perfunctory establishment of an “industry 
division.” 


A BROADENING OF OPPORTUNITIES 


These two powerful forces—the need in the United 
States for increasing dependable sources of supply of 
raw materials and determination in Latin America for 
industrial development—promise to unfold trade op- 
portunities in the hemisphere over the next few years 
that offer sharp contrast to the rather more gloomy 


business outlook which the rest of the world presents. 


QUESTIONER: I would like to ask Mr. Abbink if 
he would care to elaborate further as to Argentina as 
a lost market. First of all, do you think there is going 
to be a probable improvement in the political attitude 
there which brought about the present situation 
largely; if so, how long after such improvement would 
you have an improvement in the economic situation? 


MR. ABBINK: I haven’t referred to the crystal 
ball. I just don’t know. The situation in Argentina 
has been building up for some little time. My own 
opinion is that conditions in Argentina will get worse 
before they get better. 

Argentina is an immensely rich country and has 
about 15 million people, 95% of whom are white. That 
is in considerable contrast to any other country in 
Latin America. Potentially Argentina can again be- 
come one of the richest countries in the world, which 
it was fifteen years ago. How soon that will come 
about I don’t know. 


QUESTIONER: I would like to ask Mr. Abbink if 
he thinks there is any eminent possibility of a free 
money market in Brazil; and, if so, if he feels devalu- 
ation will result, or if the alternative is a loan from 
the United States. 


MR. ABBINKE: If you listen you will hear a hun- 
dred rumors. I am sure that Brazil’s finance minister 
discussed loans in the United States when he was here 
a month ago. I have been asked whether I would 
endorse a loan to Brazil to clear up the present in- 
debtedness, secured by the gold deposits of a little 
more than $300 million, that the Brazilian government 
has in the Federal Reserve Bank of New York. I said 
I would not endorse it. I think that would cause in- 
flation beyond anything we have seen in Brazil up to 
now; and, as you know, Brazil has had plenty of infla- 
tion over the last few years. 

A strange thing about Brazil is that if you take a 
period of twenty-five or thirty or forty years she has 
had recurrent crises of this kind, but has always come 
out of them. “God is a Brazilian,” they say in Brazil 
and sometimes I think they are right. A company that 
has been in a business in Brazil for a long period and is 
willing to stay with it has always come out satisfactor- 
ily. Brazil is a very good country in which to do 
business—or has been. Perhaps because of pressures 
—and there are a lot of pressures growing up in this 
country on that commercial balance—something will 
be done by way of a loan. I don’t know. Under cer- 
tain circumstances I think it would be a good thing— 
but I think only if the Brazilian government rigidly 
sets its house in order. 

One of the troubles right now goes back to 1948 
when they borrowed something in the neighborhood 
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of $65 million worth of cruseiros from the world bank. 
All of it has been paid back. That is one of their 
troubles. Another is the decree that Mr. Vargas 
promulgated the 31st, I think it was, of December, 
1951, which has stopped the flow of lots of outside 
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capital that I think would have gone into Brazil and 
which I think the Brazilians were counting on to pay 
off some of their commercial indebtedness. Now, the 
implementation of that decree is before the Brazilian 
congress. Just what is going to happen I don’t know. 


In Western Europe 
By J. Herbert Furth* 


Chief, Western European Section, Division of International Finance, 
Board of Governors, Federal Reserve System 


de picture in Western Europe is less gloomy 
than that in Latin America. The continental 
countries of Western Europe have experienced an in- 
terruption in the rapid rise in economic activity but 
have made some progress toward internal and ex- 
ternal equilibrium. 

There have been optimists who used to believe that 
the rate of increase in production that prevailed dur- 
ing the first four years of the European Recovery 
Program could be indefinitely sustained; these opti- 
mists have been greatly disappointed. On the other 
hand, there have been pessimists who used to believe 
that the boom in Europe would have to be succeeded 
by a depression. The optimists, therefore, now speak 
of stagnation; the pessimists speak of high-level 
stability. 

However, there is more to this difference of opinion 
than mere words. Those observers who favor govern- 
ment planning have attributed the economic progress 
of the postwar period to the expansionist monetary 
policies which most European governments followed 
up to the time of the Korean inflation. They also 
attribute the end of the increase in production to the 
adoption of more conservative monetary policies; 
these people conclude that no further revival can be 
expected as long as conservative monetary policies 
are pursued. 


MORE EXPANSION AHEAD 


On the other hand, those of us who believe in the 
adequate working of the market-price mechanism at- 
tribute the leveling off to the reaction of merchants 
and consumers to the waves of panic buying that 
swept the world in 1950 and 1951. We feel that the 
stopping of inflationary pressure has made it possible 
for the economies of Western Europe to weather the 
inevitable process of recovery from inflationary fever 
without any serious recession. We are, therefore, 
confident that the present readjustment will, in due 


*The views expressed reflect merely my personal opinion and must 
not be interpreted as representing the views of the Federal Reserve 
Board.—J.H.F. 
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time, be followed by another period of expansion. 

Production in most countries is still slightly below 
the peaks reached in 1951. Unemployment has in- 
creased moderately, but in most countries the per- 
centage of unemployed is well below the danger level. 
Most important, the downtrend that was very notice- 
able in the first half of 1952 does not seem to have 
continued. Figures for the summer months are dis- 
torted by vacation periods, but those that are avail- 
able for the fall months indicate that the demand 
situation is not worse, and in some countries much 
better, than it was in the spring. 


SMALLER DROP IN DURABLES 


In all countries there is a great difference between 
conditions in light and heavy industries. The con- 
tinued armament effort of the free world has virtually 
guaranteed to heavy industry a continuation of post- 
war prosperity at peak levels. Everywhere it has 
been light industry, and in particular textile and 
leather manufacturing, that has been most severely 
hit by the decline in consumer demand. 


In Germany 


Therefore, the over-all industrial production sta- 
tistics of the various countries must be expected to 
show some differences; countries in which heavy in- 
dustries play a major role, such as Germany, will 
obviously show a greater increase or smaller decline 
in over-all output than countries in which light indus- 
tries are most important, such as Italy. 

Under these circumstances, it is not surprising that 
in Germany, whose economy is dominated by the 
heavy industries of the Ruhr district, total industrial 
production is substantially higher than a year ago. 
Unemployment there has fallen to a poststabilization 
low. It would probably be wrong for the adherents 
of conservative monetary policies to contend that 
this development was owing primarily to the determi- 
nation of the German authorities to choose indirect 
monetary measures rather than direct controls to 
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stabilize the German economy. However, the German 
example may well be cited to show that economic 
progress and monetary stability are by no means in- 
compatible. 


In Italy and the Low Countries 


Similarly, it is not surprising that Italy’s position 
is far less satisfactory, although it has pursued mone- 
tary policies very similar to those of Germany. Apart 
from seasonal variations, output in Italy has not 
changed much since early 1951; and, in view of the 
large natural increase in the labor force, unemploy- 
ment is at a postwar peak. 

In the Netherlands, which only recently has shifted 
from expansionary to conservative monetary policies, 
there was a decline in output and a rise in unemploy- 
ment in the first half of 1951. In the fall, however, 
there was a distinct turn for the better. In the third 
quarter of 1952, output was higher than in the same 
period of 1951, and unemployment was substantially 
lower than in the spring. This progress was achieved 
without in any way endangering the internal or ex- 
ternal financial stability achieved in the preceding 
months. 

Belgium seems to have been less fortunate. In 
recent months, industrial production was lower, and 
unemployment higher, than in any year since 1949. 


In France 


France stands in a category by itself. As the only 
one of the “big five” industrial countries of continental 
Western Europe, it continued to suffer from rampant 
inflation until the spring of 1952, largely because of 
the unsettled situation of its public finances. The 
inflationary boom, therefore, did not come to an end 
until April. It remains to be seen whether the sta- 
bilization accomplished for the time being by the 
Pinay Administration will result in a decline from the 
level of output reached under the stimulus of inflation. 


STATUS OF FOREIGN TRADE 


Three of the five countries under consideration have 
achieved virtual equilibrium in their balance of cur- 
rent payments. Germany reached equilibrium as early 
as the spring of 1951, and has maintained this position 
ever since. Its gold and dollar holdings increased 
about 50% during the first nine months of 1952. This 
increase was largely owing to United States troop 
expenditures, and especially to Germany’s receipts 
of gold and dollars from European Payments Union 
settlements, mainly at the expense of France and the 
sterling area. 

Success in the Netherlands was as dramatic in 1952 
as the improvement in the German situation had been 
in 1951. A trade deficit of $600 million in 1951 was 
gradually reduced until it completely disappeared in 
the third quarter of 1952. Belgium has maintained a 


very strong international position during the entire 
postwar period. 

In contrast to these three countries, the foreign 
trade of Italy and France has been deteriorating. In 
Italy, the trade deficit was nearly twice as large in 
1951 as in 1950; and in the first nine months of 1952 
it was almost twice as large as in the same period of 
1951. Moreover, while the rise in the deficit between 
1950 and 1951 was accompanied by a large increase 
in both imports and exports, the rise in the deficit this 
year was primarily owing to a fall in exports. 

The situation in France is similar. A moderate 
trade deficit reappeared in 1951, but in the first nine 
months of 1952 the deficit was about twice as large 
as in the comparable period of 1951. Again, as in the 
case of Italy, the deterioration was due primarily to a 
fall in exports. 

There is, however, an important difference between 
the French and the Italian situation. French imports 
have been kept from rising by very strict import 
controls, contrary to the liberalization policy of the 
European Payments Union and the Organization for 
European Economic Cooperation. Italy, on the other 
hand, has so far faithfully adhered to the principles 
of liberalization and virtually abolished quantitative 
controls in intra-European trade. Since France is a 
very important market for Italian produce, Italian 
exports have been badly hurt by the French restric- 
tions; so a large part of the deterioration in Italy’s 
trade position might be traced to events in France 
rather than to domestic events in Italy. 

If we try to form a tentative opinion of the present 
economic trend in continental Western Europe, we 
may conclude that there are no signs indicating either 
a dramatic upswing nor a dramatic downswing in the 
near future. Heavy industry will probably continue 
to prosper, and light industry may well pick up some. 
what, bringing over-all production back at least to 
the level of 1951. 

In most countries, internal financial stability is 
reasonably well established. In the field of interna- 
tional trade, however, two conflicting tendencies can 
be observed. On the one hand, the rise in foreign ex- 
change reserves should enable most countries to con- 
tinue, and perhaps to expand, intra-European trade 
liberalization. On the other hand, the continuation 
of French import restrictions, together with the un- 
certain future of the sterling area, may well induce 
some countries to retaliate and again tighten their 
import controls. 

European imports from the United States are 
almost everywhere strictly controlled, and the volume 
of import licenses is mainly governed by the volume 
of dollars earned by means of exports plus United 
States aid. Continued prosperity in the United 
States should keep dollar export proceeds from 
falling. 
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_ Moreover, since most United States aid is being 
given in the form of defense support, there is no 
reason to expect this source of dollar funds to decline 
substantially in the near future. Some countries, such 
as Germany and the Netherlands, have been able to 
accumulate reserves to such an extent that they may 
be willing to forgo future accumulation, or even to 
some small degree to permit drawing on their dollar 
holdings in order to pay for increased United States 
imports. 


A PREFERENTIAL TRADE SYSTEM? 


In one sector, however, dramatic developments 
might conceivably occur. The trend toward unifica- 
tion of Europe, and especially towards closer ties be- 
tween the members of the coal and steel community, 
might lead to an attempt at creating a preferential 
trade system, with discrimination against the outside 
world. This trend recently found expression in a 
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resolution of the Consultative Assembly of the Council 
of Europe, which called for freedom of intra-European 
trade, with protection against the dollar area. If 
such a tendency gained momentum, trade with the 
United States might indeed be hampered. However, 
the leaders in the movement have stated expressly 
that they want to lower intra-European trade barriers, 
not to raise barriers against the rest of the world. 
Moreover, as long as Europe is dependent on United 
States aid, it would hardly pursue a policy that would 
inevitably lead to swift retaliation. It seems there- 
fore unlikely that the words of the Consultative 
Assembly would soon be reflected in action. 

All in all, as long as the United States does not 
make it more difficult for the European countries to 
earn dollars by exports of goods and services, there 
does not seem to be much reason to expect a drop in 
European imports from the United States, and, on 
the contrary, there may be some hope of an increase. 


The Sterling Area 


By Donald F, Heatherington 


Director, European Division, National Foreign Trade Council 


America, the sterling area is neither a single, 

continuous, continentally centered land mass of 
known frontiers nor an established geographic region 
whose people broadly share a common history and 
pattern of development. Rather, within it are coun- 
tries as far apart in terms of miles as New Zealand 
and Iceland, as different in degree of population 
density as are India and Australia, and as economic- 
ally unlike as are the United Kingdom and the Gold 
Coast. 

Although the area is based on the Commonwealth 
and draws strength from this relationship, the two 
are by no means coterminous. Canada, for example, 
while a leader in the Commonwealth, stands outside 
the sterling area and has been at times highly criti- 
cal of certain policies and practices pursued by the 
area. 


ip MARKED contrast to Europe and Latin 


STRENGTH OF AREA 


Despite the essentially voluntary character of 
“membership, the area was brought into being and 
has been maintained by a set of powerful compul- 
sions. So far, the area has survived strong divisive 
forces and recurrent predictions of imminent collapse 
or demise, largely because it serves a particular net- 
work of needs better than any immediately available 
substitute. 


Paradoxically, the area’s sources of strength— 
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diversity, global spread, and a loosely organized 
system of control and direction—are also its sources 
of weakness. 

These, then, are a few of the elements which make 
any attempt to categorize the area exceptionally diffi- 
cult. As between the countries and territories within 
the area, the points of dissimilarity are perhaps more 
numerous than the points of similarity. Yet it is this 
odd combination which in general gives meaning to 
the area and makes its operation possible. Herein 
may also lie a partial explanation of why, despite the 
almost ubiquitous coverage the subject has received 
in recent years, the sterling area nevertheless remains 
a somewhat mysterious and certainly misunderstood 
aspect of the international economy. 


"ARRANGEMENT OF CONVENIENCE" 


One of the best, surely one of the simplest, defi- 
nitions of the sterling area yet offered describes it as 
an “arrangement of convenience.” During the long 
years which ended in 1939, the “arrangement” not 
only was far less formalized than it has since become, 
but functioned with a minimum of friction, attracting 
neither attention nor concern. 

A variety of reasons jointly accounted for this con- 
dition, but primary credit must be given to the posi- 
tion of the pound sterling as an international currency 
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and to its unquestioned acceptance throughout the 
world, with all that such acceptance and use implied. 
With the rapid emergence of new circumstances and 
pressures, and the establishment of new relationships, 
the “arrangement” was structurally transformed and 
thereby became an object of ceaseless examination. 
From an open system it was turned into virtually a 
closed bloc, allowing for a loophole or gap here and 
there. From an institution which had few, if any, 
rules (and these unwritten and unofficial) and which 
relied for the conduct of its affairs on private instru- 
mentalities and private channels, the area in a sense 


became a club with an established membership roster » 


and governing rules and regulations, and with depen- 
dence for its effective operation largely on political 
agencies, contacts, and mechanisms. 


ITS COMPONENTS 


At the heart of the “Schedule Territories,” as the 
area is now designated, and without which it would 
not exist, is the United Kingdom itself. Closely asso- 
ciated are the dependent overseas territories—the 
“D.0.T.’s”—consisting of Colonies, Protectorates, 
Protected States, Trust Territories, etc., for whose 
external financial stability the United Kingdom is 
directly and ultimately responsible, even though 
within limits the local authorities in the first instance 
may have jurisdiction over import and exchange con- 
trols. This relationship, moreover, has been recognized 
in the United Kingdom’s acceptance of the Articles 
of Agreement of the International Monetary Fund and 
the International Bank for Reconstruction and De- 
velopment on behalf of these territories as well as 
itself. The obligations of the territories to both insti- 
tutions are, therefore, the obligations of the United 
Kingdom. Thus, in effect, the United Kingdom and 
the dependent overseas territories may be considered 
as forming the hard, inner core of the sterling area. 

Around this core are clustered the remaining mem- 
bers of the area, the “voluntary” adherents. They 
comprise: (1) the other Commonwealth countries, 
excluding Canada but including Australia, New Zea- 
land, India, Pakistan, Ceylon, the Union of South 
Africa, Southern Rhodesia; and (2) the non-Common- 
wealth countries of Burma, Iceland, Iraq, the Irish 
Republic, Jordan, and Libya. It should not be pre- 
sumed, however, that they all have the same reasons 
for membership, the same degree of interest in the 
area, or that they participate to the same extent. 

Neither should it be assumed that the United King- 
dom, the country and government on which final 
responsibility rests, is able to deal in like manner or 
on equal terms with each country. Both political and 
economic considerations must be taken into account. 
For example, the Union of South Africa as a gold 
producer of note occupies a specially advantageous 
position with respect to its ability to earn dollars. By 


agreement, it has, therefore, accepted responsibility 
for its own dollar requirements without resort to the 
central reserves of London. On the other hand, the 
Irish and British economies, both financially and 
commercially, are so intertwined that they form, to 
all intents and purposes, segments of a single economy. 
While nowhere else within the area is this as true or 
complete, there is some tendency—or at least has 
been—for various parts to supplement and comple- 
ment each other. 


ITS SELF-SUFFICIENCY 


The area is by no means, however, self-sufficient in 
foods, raw materials, or manufactured items. Even 
under normal conditions it must obtain substantial 
quantities of all these from outside. But for many 
of the sterling area countries the major outlet and 
the leading source of supply both lie within the area. 
For as long as this situation prevails, there is an ob- 
vious reason for keeping the attachment to sterling. 
With reserves largely held in the form of sterling, 
there is an equally compelling reason why the outer 
countries of the area should regard the safety and sta- 
bility of sterling as of primary importance, particu- 
larly in relation to the dollar. 

As a general rule, the D.O.T.’s are net dollar earners, 
while the United Kingdom and the rest of the sterling 
area, with the possible exceptions of Pakistan and 
Ceylon and of the Union of South Africa—which is 
a special case, tend to be net dollar spenders. By 
itself, this situation should cause little difficulty, as- 
suming that there is roughly a balance within the 
area and that the total dollar expenditures do not ex- 
ceed dollar receipts by the area as a whole, at least 
not for any extended period. 

There are at the present time, however, several 
complicating factors which tend to confuse the picture. 
First, there has been the fairly widespread inclination 
on the part of sterling area countries, including the 
United Kingdom, to spend more than they were cur- 
rently earning. Secondly, there has been the unset- 
tling effect of wide fluctuations in raw material and 
food prices, the two groups on which the outer 
sterling area and the colonial territories depend for 
much of their external income. Thirdly, the inability 
of the United Kingdom to bring its own economy into 
balance and rebuild its strength vis-a-vis the rest of 
the area has left it vulnerable to even the slightest 
shift or change in world conditions. 

Finally, there has been the almost constant and 
still heavy pressure for economic development and 
industrial expansion throughout the sterling area 
which has come at the same time the United Kingdom 
itself has felt the need for considerable capital expen- 
diture at home. 

It is doubtful whether the sterling area as such 
can be said to have had anything remotely resem- 


BUSINESS RECORD 


bling a uniform or united policy with respect to 
monetary and fiscal affairs, until possibly January of 
this year. During emergency periods there has been 
some drawing together and a resultant understand- 
ing that there must be a general cutback in the use 
of reserve gold and dollars. Even the agreements, 
if they correctly may be called that, which were 
reached last January by the Commonwealth Finance 
Ministers at their London Conference were more in 
the nature of a joint statement of objectives and an 
exchange of promises to bring the various national 
accounts into balance than they were a laying down 
of a concrete program for action or an adoption of a 
single, harmonized set of policies. At all other times, 
the preservation of reasonable balance has been 
largely left to the British authorities working by 
means of persuasion and suggestion. The fact that 
at times, to say the least, the British Government it- 
self pursued contradictory and disturbing policies did 
not improve the situation or strengthen the confidence 
of the world in sterling. 


MEASURES TO CURTAIL SPENDING 


During the past ten months, many of the indepen- 
dent sterling area countries, particularly the United 
Kingdom, have been attempting by various means, 
including tighter monetary and credit policies, to 
curtail spending. In the instance of Australia, these 
measures have extended since last March to the im- 
position of quota restrictions on imports, even as 
against sterling area products. The height to which 
external expenditures jumped prior to the new efforts 
to reduce demand and limit imports is indicated by 
the drop in the London balances held by the outer 
sterling area from £2,192 million on June 30, 1951, 
to £1,822 million on December 31, 1951, and to 
£1,513 million on June 30, 1952. During this same 
period, the D.O.T.’s increased their sterling balances 
by £134 million. Between June 30, 1951, and Decem- 
ber 31, 1951, the gold and dollar reserves of the area 
declined by $1,532 million, and another $650 million 
in the succeeding six months to June 30, 1952. The 
level of reserves was thus set back to that of Decem- 
ber 31, 1949, and to some $171 million less than of 
December 31, 1948. 

This drastic fall in both the sterling balances and 
the central reserves was in sharp contrast to the trend 
of the preceding eighteen months. Between Decem- 
ber 31, 1949, and June 30, 1951, the reserves rose by 
£778 million or $2,179 million, and the London bal- 
ances of the outer sterling area by £422 million. The 
increment from June, 1950, to June, 1951, was brought 
about in considerable measure by the tremendous ad- 
vance in the prices paid, especially by the United 
States, for raw materials and basic commodities which 
went to swell the export income of the D.O.T.’s and 
the outer sterling area. The reaction on the import 
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side became noticeable shortly after export income 
began to rise, but its full effect was not felt by the 
area until the boom in commodity prices had ended 
and the downturn had started. Whereas in the first 
half of 1951 the outer sterling area achieved a net 
surplus of $106 million with the dollar area, in the 
second half there was a net deficit of $295 million. 
Similarly, the sterling area’s net gold and dollar re- 
ceipts of $135 million arising out of transactions with 
nondollar areas, especially with O.E.E.C. countries, 
were turned during the second half of 1951 into net 
gold and dollar payments of $293 million. Moreover, 
as a result of other factors, the United Kingdom was 
discovering that it “could not sell enough of the things 
[it] could supply and [it] could not supply enough of 
the things [it] could sell.” 


U. K.'s PROBLEM 


At the risk of oversimplification, the process may 
be described briefly in the following terms. For much 
of the outer sterling area, export income represents a 
highly significant, if not always the most important 
element, in the national economy. Increased export 
earnings, unless somehow drawn off or sterilized by 
offsetting measures, are as a rule reflected after a 
slight lag in greater imports. 

The first pressure for such imported products usu- 
ally falls on the United Kingdom. If it is unable to 
respond effectively to this demand, the pressure is 
then transferred to sterling exchange as the goods are 
sought elsewhere. Nor does it particularly matter up 
to the last stage from what source the sterling earned 
by exports of the area is derived. It should be added, 
however, that inflationary conditions and programs of 
economic expansion in the sterling area have con- 
tributed to the demand for imports, to the liquidation 
of sterling balances, and ultimately to pressure on 
the reserves. 

For the United Kingdom, therefore, the problem 
vis-a-vis the rest of the sterling area is to free re- 
sources and to raise production so that a moderate 
current surplus may be achieved as the first step in 
balancing Britain’s own accounts. Continued progress 
along these same lines would then be required if 
Britain is to reach a position where it can support 
a reasonable level of capital export whether financed 
through reduction in the “old” sterling balances or 
new investment, or both. For the entire sterling area, 
the problem is also one of earning sufficient dollars 
and other foreign exchange to permit access to non- 
sterling sources of supply for current needs and of 
supplementing these earnings by attracting dollar 
capital for development work. But before any of 
these objectives may be accomplished, it is clear there 
must be a more realistic relationship between produc- 
tion, expenditures, and exchange. 

The Prime Ministers of the Commonwealth even 
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now are gathering in London to reexamine the situ- 
ation and to see what new measures or actions are re- 
quired to set the sterling area firmly on the right 
course and to bring added strength to sterling against 
the day when it may become once more convertible. 
No one yet knows, of course, what they may deter- 
mine upon, or what the repercussions in relation to 
the United States may be. Accordingly, it is rather 
hazardous to forecast what our foreign trade with the 
area as a whole or with any of its manifold and varied 
parts may be during the next twelve to twenty-four 
months. 

In view of what has been outlined here and barring 
some sudden shift in world currents, it is doubtful 
whether we can expect any appreciable increase in 
our total exports to the area for some time to come. 
Conceivably, they might undergo still further reduc- 
tion, but this is not likely to be, at worst, of more 
than a few months’ duration. It is quite obvious, of 
course, that any further relaxation of barriers to the 


entry of sterling area products and commodities into 
the United States would materially improve our 
export prospects, just as an increase in the number or 
height of such barriers would reduce the prospects. 
With respect to the individual countries and terri- 
tories, the export pattern is likely to be spotty, a gain 
in trade with one balanced by a drop elsewhere. The 
pattern will also be affected to a considerable degree 
by the direction and amount of capital flow, whether 
in the form of loans from the International Bank for 
Reconstruction and Development, from the Export- 
Import Bank, or from some other similar source, or 
in the form of private investment by American firms. 
Given the proper conditions, the flow of capital funds 
could be substantial. 

The outlook for imports in general from the area 
is favorable, with the prospects being for a continued 
rise as the United States is increasingly faced with 
the need to import raw materials. 


New Goals for Foreign Trade Policy 


By Michael A. Heilperin 


Consulting Economist 


195 3 is certain to be a very fateful year for the 


world economy. As far as Western Eu- 
rope and the Sterling Area are concerned, the stage 
is set for a successful exercise of American leadership 
in a program of monetary reconstruction. Should 
that leadership be developed speedily by the incoming 
new Administration, there is an excellent chance of 
decisive progress being made in the direction of cur- 
rency convertibility before the next year is out. 
Failing such leadership, 1953 may end amidst a 
major breakdown of the precarious international 
economic equilibrium. What, then, are the new goals 
for the world economy, in general, and for America’s 
foreign economic policy, in particular? 


WHAT LEADERSHIP MEANS 


For the world economy, the goals are: (1) the re- 
moval of exchange control; (2) the elimination of 
import quotas; (3) a drastic attenuation of all other 
trade barriers. Their attainment depends very largely 
on national policies such as: 


Anti-inflationary measures, including restrictive credit 
policies within each country; 
The reacceptance of the principle that a country’s ex- 


ternal balance depends on the nature of its internal pol- 
icies; 


The attenuation of the protectionist philosophy, in favor 
of an outlook which recognizes the importance of inter- 
national trade and of the international division of labor. 


Without these national measures, no international 
action can succeed, as has only too amply been demon- 
strated by the experience of the past twenty years. 

There is also, however, need for international agree- 
ments and joint international action. These agree- 
ments must relate both to commercial policy and to 
monetary policy. In order to achieve them, Ameri- 
can leadership is of essence because of the importance 
of the United States as a producer, as a market, and 
as a financial center. 


WHAT WE WOULD GAIN 

The United States must then develop a far more 
determined and consistent foreign economic policy 
than it has had of late. We stand to gain a great 
deal from the restoration of currency convertibility 
and from freer international trade. We stand to lose 
a great deal from a further disorganization of inter- 
national payments and a further disintegration of 
world markets. Unless currencies are convertible, 
payments free, and the flow of trade abundant, our 
opportunities in the field of foreign investments will 
be small and our probable losses very great. Because 
American business is interested in foreign investments 
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and because the world requires American capital, it 
is both in our own interest and that of the world that 
a favorable monetary and commercial environment 
should be created for the resumption of profitable op- 
portunities for productive investments. 

Let me stress the importance of the new Adminis- 
tration’s adopting a bold foreign monetary policy. In 
1952, for the first time, we acquired a large body of 
willing partners throughout Western Europe and 
the Commonwealth. That opportunity must be seized 
upon fast if good use of it is to be made. On our 
part, this involves the development of a program of 
action of which the creation of a large stabilization 
fund would be an important element. We must recog- 
nize that convertibility cannot be achieved overnight; 
it is a gradual process, but one that must be pursued 
relentlessly if it is ever to reach its final goal. 

In the field of commercial policy, our goal must be 
a new and effective program for opening the Ameri- 
can market to foreign goods, both raw materials and 
manufactures. The Reciprocal Trade Agreements 
program, never very effective, has lost by now such 
vitality as it ever possessed. Escape clauses have 
been making it into a completely ineffectual means of 
reducing the tariff walls around the United States. 
Yet these walls need to be broken down and broken 
down fast. Speaking for myself and for myself alone, 
there is no excuse for a protectionist policy in a 
country like the United States which leads the world 
in productive efficiency and financial power and in 
the adherence to principles of private competitive 
enterprise. 


MUST BREAK WITH PAST 


I believe the time has come when we must make a 
clean break with the protectionist tradition of the 
past. In this, I wish to endorse most emphatically 
the statement recently issued by the Detroit Board 
of Commerce urging the President-elect to adopt a 
new tariff law “leading to the elimination of all tariff 
barriers.” Only then can the commerce of the free 
world be placed on a solid and expanding basis. Only 
then can monetary reconstruction endure. Only then 
can we be real leaders of the free world and the center 
of a great family of freedom-loving and prosperous 


nations. 
* * * 


QUESTIONER: If the United States lowers its 
trade barriers, will it ask the other countries to do 
' the same? 

MR. HEILPERIN: Essentially, yes. There are two 
particular kinds of trade barriers which are espe- 
cially harmful and destructive: import quotas and 
exchange control. Both do ultimately more harm 
than good to countries which use them. It is essen- 
tial that we get rid, first of all, of those two types 
of trade restrictions. We would then still be faced 
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with the problem of tariffs, and in order to solve it 
we must develop an American low-tariff policy. If 
we have a real offer to make along the tariff line, we 
may be able to put an end to tariff preferences. 

At this point, I am more concerned about other 
forms of restrictionism. I think that the reduction 
of our tariffs and the elimination of our own import 
quotas should be used as a bargaining instrument. 
I think that if we make a real substantial offer to 
foreign countries, we will get considerable results in 
terms of tearing down trade barriers elsewhere. Our 
aim should be not only to open the American market 
more widely to foreign goods—although this is quite 
essential—but also to speed up a movement towards 
freer trade in the world economy. I confess to being 
a free trader and don’t offer an apology for that even 
though some people seem to think that a free trader 
belongs to the same classification as a dodo bird. 


QUESTIONER: Mr. Heilperin mentioned the fact 
that the lowering of trade barriers would effect hard- 
ship on certain industries or work groups. By what 
method would you recommend compensating for the 
loss of labor opportunities and the deterioration of 
investment in those products where industries might 
be badly affected by the lowering of trade barriers? 


MR. HEILPERIN: By and large, the increase of 
competition due to the lowering of tariffs is quite 
comparable to the effect of some new inventions or 
some new methods of production occurring inside the 
country. Remember what happened when the textile 
industry started moving from New England to the 
South. In the course of competition and economic 
change, there are always involved losses to some in- 
dividuals or companies. These losses are, however, 
generally accepted as a part of economic progress. 
It is only when foreign goods are the competing factor 
that opposition becomes vocal. The Tariff League re- 
cently issued a statement emphasizing the need of 
American producers and markets to be defended 
against the inroads of foreign goods. I heartily dis- 
agree with this approach. We either believe in the 
virtues of competition or we don’t. 

There is nothing essentially different between com- 
petition from abroad and competition that takes 
place within our own country. The impact of in- 
creased competition is partially met by adaptation in 
the quality of goods produced by individual com- 
panies. It can also be met, in part, by improvement 
in production techniques. There would be changes in 
the operations of many enterprises; but these, I think, 
would rarely lead to serious financial difficulties or to 
actual liquidation of an existing concern. 

There are bound to bé, of course, marginal cases 
where enterprises established on the assumption of 
a continued high tariff policy might go out of business 
altogether. Such marginal cases might entail capital 
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losses as well as some unemployment. These mar- 
ginal cases must be dealt with, each on its own merits. 
Instead of the present Tariff Commission, I would 
like to see established a tariff liquidation board. 
Enterprises hit by foreign competition would be as- 
sisted by this tariff liquidation board—or whatever 
one might wish to call it—by means of expert advice, 
efficiency engineering, and so on—a kind of internal 
“Point Four” program. In cases where no adjust- 
ments prove possible and some enterprises would have 
to go out of business, the board would pass favor- 
ably upon a claim for damages. It would also finance 
the retraining of labor, its possible migration to an- 
other locality and, generally, its transition to other 
jobs. 


There is nothing very novel about this approach, 
for we actually do pay damages to people who have to 


vacate their properties because we are putting 
through a highway, building a railroad, or an airport. 
Since the benefit of a lower tariff accrues to the 
public at large, it is only proper that the “victims” 
of the change-over should be assisted out of the 
public exchequer. I think that these costs of transi- 
tion would be very small as compared with what 
we are paying now in the form of higher taxes to 
finance our export surplus and what we are paying, 
as consumers, for goods, the prices of which are 
raised as a result of the tariffs. 


Everything considered, I think that a transition to 
a low tariff system would be worth the cost. Indeed, 
it would be a bargain. In these remarks I am not 
offering a blueprint, but merely a line of approach. 
I hope very much that the new Administration will 
have careful studies made along these lines. 


Business Forecasts 


(Continued from page 10) 


ESTIMATED TOTAL LABOR FORCE AND PARTICIPATION RATES, BY AGE AND SEX, FOR THE UNITED STATES: APRIL 1950 TO 1975 


Age and Sex Total Labor Force in Thousands 
Bora Sexes 1950 1955 1960 1965 1970 
14 years and over......... 64,462 67,950 72,280 78,142 83,953 
Mate 
14 years and over......... 46,588 48,195 50,317 53,467 56,677 
14-19 years............ 3,177 3,383 3,943 4,825 4,589 
20-24 years............ 5,110 4,782 5,144 6,205 7,549 
25-34 years............ 11,314 11,410 10,852 10,908 12,510 
35-44 years............ 10,312 10,838 11,336 11,414 10,820 
45-54 years............ 8,195 8,823 9,599 10,075 10,508 
55-64 years............ 5,816 6,183 6,526 7,028 7,626 
65 years and over....... 2,614 2,776 2,917 3,012 3,075 
Fevap 
14 years and over......... 17,924 19,755 21,963 24,675 27,276 
14-19 years............ 1,749 1,863 2,195 2,718 2,608 
20-24 years............ 2,605 2,495 2,762 8,454 4,357 
25-34 years............ 4,039 4,305 4,258 4,414 5,242 
35-44 years............ 4,109 4,707 5,258 5,571 5,476 
45-54 years............ 3,115 3,654 4,312 4,854 5,347 
55-64 years............ 1,725 2,055 2,384 2,759 3,231 
65 years and over....... 582 676 794 905 1,015 


1Per cent of total population in the age group who are in the labor force 


; W. A. Minor, assistant to Secretary of Agriculture (Na- 
tional Fertilizer Review, Oct.-Dec.,“A National Objective”)— 


UNITED STATES POPULATION AND FARM POPULATION 
1910-1952 AND PROJECTED, 1975 


In millions 
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Labor Force Participation Rate! 


1976 1950 1955 1960 1965 1970 1975 
88,593 57.0 57.0 56.9 56.7 57.4 58.4 
59,234 83.3 82.4 81.1 79.7 79.7 80.6 

3,758 48.9 47.8 46.7 45.7 44.7 43.7 

7,624 88.6 88.3 88.0 87.6 87.3 86.9 
15,237 96.4 96.4 96.5 96.5 96.5 96.6 
10,892 96.8 96.8 96.9 96.9 96.9 97.0 
10,559 94.3 94.3 94.2 94.2 94.2 94.1 

7,988 87.0 86.9 86.8 86.8 86.7 86.6 

3,176 44.7 42.9 41.2 39.6 38.0 36.5 
29,359 31.3 32.6 33.8 34.9 36.2 37.5 

2,166 27.4 27.2 27.0 26.8 26.5 26.3 

4,546 44.4 46.3 48.2 50.0 51.8 53.4 

6,634 33.2 35.2 37.2 39.1 40.9 42.7 

5,663 37.7 40.4 43.0 45.4 47.8 50.1 

5,604 35.7 38.1 40.3 42.5 44.7 46.7 

3,607 25.9 27.6 29.2 30.7 32.3 33.8 

1,139 8.9 9.0 9.2 9.3 9.4 9.5 


Household Appliances 


G. A. Price, president, Westinghouse Electric Corporation 
(in a year-end statement, released December 17) —“Barring 
an unexpected turn of events in the international situation, 
industry’s 1953 course should be one of continued high pro- 
duction. And while the consumer will not spend recklessly, 
and even may show greater interest in savings, he may none- 
theless buy such products as home appliances at the high- 
est rate in history. Some economists have been predicting 
a falling off in business by the end of 1958 or early 1954. 
Whatever the future may hold for 1954 and 1955, we do not 
expect our business to be affected unfavorably in 1953... . 


(Continued on page 58) 


BUSINESS RECORD 


WHO SELLS THE 
HOUSEFURNISHINGS? 


HE IMPROVEMENT in retail sales of home- 

furnishings! that began about May of last year 
has not been equally distributed between department 
stores and homefurnishings stores, the two major 
outlets for this merchandise. Homefurnishings stores 
showed a decidedly more marked upturn in sales from 
the opening four months of the year, and also show 
more favorable comparisons with 1951. 


SOME STRIKING COMPARISONS 


Sales of homefurnishings stores during the first four 
months of 1952 ran about 10% below the com- 
parable 1951 period. Then in May and June, follow- 
ing termination of Regulation W, sales in these stores 
showed a definite turn for the better, and have since 
remained at a fairly high level. (Unfavorable com- 
parisons of homefurnishings sales in early 1952 with 
the comparable 1951 period reflect in part a return to 
“normal” following the post-Korea buying spurt. 
Sales of household durables in the opening months of 
1951 were still being buoyed up by anticipatory pur- 
chases of hard goods which consumers felt might 
be in short supply later.) 

From May through November, sales of homefur- 
nishings stores were up nearly 5%, seasonally adjusted, 
from the earlier months of the year. They also ex- 
ceeded the May-November period of 1951 by about 
12%. On the basis of data for the first eleven months, 
sales of furniture and appliance stores last year were 
up almost 3% from 1951. 


In physical terms, the upturn is apparently a little 
sharper. Over the past year, prices of most home- 
furnishings have declined somewhat. Homefurnish- 
ings prices for the first three quarters of 1952 averaged 
‘about 2% below 1951. In physical units, sales of 
homefurnishings stores last year exceeded the 1951 
figures by about 5%. 


In contrast, department store sales of homefurnish- 
ings from January-through-November registered a 

1The chief iten‘s in this classification are furniture and bedding, 
domestic floor coverings, draperies, curtains, upholstery, china, 
glassware, pictures, lamps, pianos, musical instruments, radios, 
television sets, phonographs, records, major household appliances, 
housewares. 
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Sharp Postwar Upturn in Number 
of Housefurnishing-selling Firms 


THOUSANDS OF FIRMS 


1939 40 41 42 43 44 ‘45 46 47 ‘48 49 °50 °5I °52 
Firms included comprise two major types: (1) homefurnishings 
and (2) appliances and radios 


10% drop from 1951. Moreover, for the first four 
months of the year they were off 18% from 1951. As 
with furniture and appliance stores, sales of household 
goods by department stores beginning in May have 
improved from the depressed levels of the previous 
months. However, the improvement was sufficient 
only to narrow the month-to-month decreases from 
1951. Whereas they registered decreases from 13% 
to 25% below 1951 in the first four months of 1952, 
they were running from no change to 7% below from 
May through November. On the average, from 
May through November they amounted to 5% less 
than in the same 1951 period. Physical units of sales 
for the past six months are therefore practically equal 
to the comparable period last year. 

From indications of the eleven months, dollar sales 
of homefurnishings in department stores last year 
were probably about 10% below the $2.7 billion of the 
preceding year. Sales of homefurnishings stores, on 
the contrary, probably increased over 1951, and on 
the basis of available figures should be close to $9 
billion, which would compare with $8.6 billion for 
1951. The department store share of total home- 
furnishings business apparently has fallen from about 
23% in 1951 to 20% in 1952. 


COMPARING THE TWO TYPES OF STORES 


Why has the decrease in homefurnishings sales in 
the opening months of this year been milder, and the 
recovery decidedly sharper, in homefurnishings stores 
than in department stores? 


One of the reasons is probably the more liberal 
credit policy followed by stores specializing in house- 
furnishings. Many furniture and appliance stores 
grant customers two years and in some instances 
even three years, to pay for a living room suite, a 
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Recovery marks department store sales 
of housefurnishings 
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... but sales of housefurnishings stores show 
substantial improvement 
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Sources: Department of Commerce; Federal Reserve Board; The Conference Board 


Index numbers: January, 1951=100 

washing machine, or any other major household item. 
Department stores generally operate on more con- 
servative credit terms. The termination of Regulation 
W early in May may have provided more stimulus 
to homefurnishings stores than to department stores. 
The homefurnishings group has apparently attracted 
more of the marginal buyers who have found it diffi- 
cult to purchase expensive household items on a year 
or even eighteen-months-to-pay plan. 

Another reason could be a difference in promotional 
policies. When the Korea-generated buying spirit had 
subsided, retailers found it necessary to exert greater 
promotional effort to attract sales. And since the 
business of furniture and appliance dealers rests solely 
on their sales of homefurnishings, they have appar- 
ently been under greater pressure to run special sales, 
offer larger discounts, and generally do more advertis- 


ing to draw customers than the department stores, 
which deal predominantly with consumers’ soft goods. 
(Homefurnishings sales, on the average, constitute 
about a quarter of total department store sales.) 

Finally, competitive gains by homefurnishings stores 
over the homefurnishings sections of department stores 
are not a 1952 phenomenon. Homefurnishings stores 
have been gaining on department stores ever since 
World War II. They did about two thirds of the 
homefurnishings business in 1939 and about 70% in 
1945, and account for approximately three fourths 
of the sales in these lines today. 

The rise in the number of homefurnishings stores 
since the end of World War II is still another indica- 
tion of brisk business in the postwar period. (See 
chart.) There are about 65% more homefurnishings 
firms in operation today than in 1945.—S. S. H. 


BUSINESS BOOK SHELF 


Agricultural Price and Income Policy—The United States’ 
agricultural price policy until the decade of the 1940’s 
was essentially a price-support policy growing out of the 
needs of a depression period. The experience of the past 
twelve or thirteen years has pointed up the necessity of 
a broad agricultural program for the future that deals 
“with the opportunities provided by prosperity as well 
as the adversities encountered during depression.” By 
Geoffrey S. Shepherd, The Iowa State College Press, 
Ames, Iowa, 1952. $4.50. 


The Sterling Area—A factual account of the world’s largest 
and most diversified monetary system which only came 
into existence about twenty years ago. By A. R. Conan, 
Macmillan & Co. Ltd., London, 1952. 16 shillings. 


Linear Computations—“This book is written for the pur- 
pose of aiding the many workers in a variety of fields who 
have the general problem of finding numerical solutions 
for sets of simultaneous linear equations.”—By Paul S. 
Dwyer, John Wiley & Sons, Inc., New York, 1951. 
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‘Chart Feature 
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TARIFFS ON SOME ESSENTIAL RAW MATERIALS 
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BILLIONS OF DOLLARS 
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THE FARM SECTOR IN 1953 


VEN THOUGH gross farm income in 1952 rose 

2% over 1951, no increase occurred in realized 
net farm income. The reason was a 4% rise in produc- 
tion expenses of about $1 billion, which was approxi- 
mately equivalent to the gain in gross income." 

Except for 1949, gross farm income has been rising 
steadily since 1938, hitting a peak of $37.6 billion in 
1952. Net farm income, however, reached a record 
high of $16.8 billion in 1947, and in each of the suc- 
ceeding five years has been below that level. That’s 
because production expenses rose more sharply than 
gross income: the latter rose $3.6 billion, while produc- 
tion expenses went up $6.2 billion. Thus net income 
was 49.3% of gross income in 1947, and only 37.8% 
in 1952. 

With a continued high level of business activity 
in prospect for the coming year, demand for agricul- 
tural products is also expected to be maintained more 
or less at current highs. For 1953, the Bureau of 
Agricultural Economics expects no sizable change in 
gross income, with perhaps a slight decline likely. 

The almost unbroken annual rise in production costs 
is expected to continue through most of the new year. 
However, the size of the increase will probably be 
fairly small—perhaps 2% above 1952. If there is no 
change in gross income and a 2% upturn in produc- 
tion expenses from last year’s $23.4 billion, net farm 
income will be something like $13.8 billion, or 3% 
below 1952. But if gross income should fall 2%, and 
production expenses rise 2%, then net income might 
be as much as 8% below last year. The Bureau of 
Agricultural Economics expects a downturn in net 
income of about 5%. 

Prospects for total farm activity and income do 
not, of course, apply equally to all segments of agri- 
culture. For example, farmers who derive a major 
portion of their income from raising cattle and calves 
may experience no decrease in net income this year. 
Wheat and cotton growers may also maintain last 
year’s income level. 


However, hog producers and sheep and lamb pro- 
ducers may well suffer a decrease in income in 1953. 
Poultrymen, on the contrary, are expected to show 
greater profits than in 1952. This applies especially 


4Gross income represents cash receipts from farm marketings, 
government payments to farmers, home consumption of farm prod- 
ucts, rental value of farm dwellings. Production expenses include 
purchased feed and livestock, fertilizer, hired labor, and other operat- 
ing expenses, plus rent, interest, taxes, and other overhead costs. 
Net farm income is the difference between gross income and pro- 
duction expenses. 
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to producers of turkeys and eggs. There is no expec- 
tation of larger incomes from broilers. 


MORE BEEF AND VEAL 


Total production of red meat in 1953 is expected to 
be about 23,250 million pounds, 3% above last year, 
and virtually equal to the peacetime peak in 1947. 
This would put per capita consumption at approxi- 
mately 144 pounds, the highest since 1948 but about 
7% below the postwar high of 154.3 pounds in 1947. 

The outlook for a larger total meat output in 1953 
is based on projected increases in the slaughter of 
cattle and calves. Last year some 27.4 million cattle 
and calves were slaughtered, 6% more than 1951 but 
about 25% below the peacetime peak of 36.1 million 
in 1947. According to the Bureau of Agricultural Eco- 
nomics, slaughter of cattle and calves during the com- 
ing year may exceed 1952’s figure by 10% to 15%. On 
the basis of this forecast, the BAE estimates that beef 
and veal production may reach on all-time high of 
10.5 billion and 1.3 billion pounds, respectively (see 
chart). 

As a result of heavier slaughters, the price of beef 
cattle and veal calves last year dropped about 10% 
from 1951 levels. This rate of price decline may well 
continue for 1953. 

Pork production was off a trifle last year from 1951, 
and for 1953 a further drop of perhaps 5% is appar- 
ently in the offing (see chart). This means that per 
capita consumption may be down to 66.5 pounds 
compared with 70.7 in 1952. A smaller pig crop last 
year indicates a decline in hog slaughter of about 
5% for 1953. However, hog prices will probably not 
increase in proportion to the contraction of hog 
slaughter. Heavier competition from beef and lower 
lard prices will partly counteract the pressure toward 
price increases. 


SAME QUANTITY OF LAMB 


No significant change in the number of sheep and 
lamb slaughtered is evident for the coming year. Total 
lamb and mutton production for 1953 is forecast by 
the BAE to be about 600 million pounds, the same as 
last year. Prices of sheep and lambs last year were 
off by 30% and 20%, respectively, from 1951. Com- 
petition from beef and lower wool prices were largely 
responsible for this price decline. 

No substantial price reductions for sheep and lambs 
are contemplated for 1953. Wool prices will probably 
not dip significantly below last year because of the 
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wool price-support program. Continued competition 
from beef, however, may act as a slight depressant 
-to sheep and lamb prices. 

Total poultry meat production is expected to hit 
an all-time high of 5,750 million pounds in 1953, or 
about 7% above last year. Increased broiler output, 
and the increase in cold-storage stocks of frozen 
turkeys toward the latter part of 1952, are expected 
to account for the over-all gain in poultry meat avail- 
able. The number of turkeys raised is expected to 
decline moderately from last year’s peak of 59 million. 

Last year’s wheat crop of approximately 1,300 
million bushels was about 30% above 1951, and came 
very close to the record high of 1,359 million bushels 
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produced in 1947. Supplies of wheat for the current 
marketing year (July 1, 1952-June 31, 1953), it is 
estimated, will reach about 1,575 million bushels, a 
new record. With domestic demand for the current 
marketing season estimated at about 700 million 
bushels (just slightly above 1951-1952) and exports 
at about 325 million bushels (some 30% below 1951- 
1952), the July 1, 1953, carry-over could total about 
550 million bushels. This would be 15% below the 
all-time peak of 1942, but a postwar record. 

If the 1953 wheat acreage goal of 72 million seeded 
acres is met, this year’s crop should reach about 1,080 
million bushels (based on recent average yields of 15 
bushels an acre). When the July 1, 1953, carry-over 
of 550 million bushels is added, domestic wheat sup- 
plies for 1953-1954 should be about 1,630 million 
bushels, a slight increase from the previous peak of 
1942-1943, and about 3% above the current market- 
ing year. 

With a 695-million-bushel domestic disappearance 
forecast for 1953-1954 (73% as food for civilians and 
armed forces, 12% for seed, and 15% for feed), there 
would be about 935 million bushels remaining for 
carry-over: and exports. Since the foreign demand 
picture seems to point to a continued reduction in 
imports of wheat from the United States, our exports 
for 1953-1954 may range between 250 million and 
350 million bushels. This would indicate a carry-over 
for July 1, 1954, of somewhere between 585 million 
and 685 million bushels. The latter would be a record 
quantity, and even an average of the two figures, 635 
million bushels, would be close to the record carry- 
over of mid-1942. 

Average prices of wheat received by farmers during 
the 1951-1952 marketing year averaged $2.11 a bushel 


Realized Net Income of Farm Operators 
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and about $2.06 a bushel from July through December 
of last year. The 1953 wheat crop will be supported 


at $2.21 a bushel (90% of August \15, 1952, parity ~ 


price). If prices of wheat remain in the vicinity of 
current levels, the current season may see consider- 
ably larger quantities going under loan than in the 
1951-1952 season. 

A 3.2-million-bale cotton carry-over is forecast for 
August 1, 1953. This would be almost 20% above last 
August’s figure and about 40% larger than in August, 
1951, which was the smallest carry-over in a quarter 
of a century. Even in light of the substantial in- 
crease estimated for the coming August, the cotton 
carry-over will be considerably below the postwar 
peak of 7.3 million bales. 

The increase in the carry-over, despite a small de- 
crease of 200,000 bales in the United States cotton 
supply from last season’s (1951-1952) 17.4 million 
bales, is chiefly accounted for by an expected drop in 
cotton exports from 5.5 million bales last season to 
about 4.5 million in 1952-1953. In view of an expected 
increase in economic activity in 1952-1953 over 1951- 
1952, domestic cotton consumption will perhaps ex- 
ceed the 9.2-million bales of 1951-1952 by some 200,000 
or 300,000 bales. 

Prices of cotton received by farmers averaged 37.88 
cents a pound in the 1951-1952 season, and about 37 
cents through November of the current season. Con- 
sidering the expected supply during the 1952-1953 
season, no marked changes in price are in prospect. 

The current support price of cotton is 31.96 cents a 
pound (90% of parity as of August, 1952), substan- 
tially below average prices received by farmers. 


Prices received by farmers last year were down 
around 3% from 1951, while prices paid by farmers 
(including interest, taxes, and wage rates) averaged 
about 2% higher. Hence the parity ratio—the ratio 
of the index of prices received by farmers to the 
index of prices paid by farmers—dropped some 5% 
from 1951. 

Since the available evidence seems to suggest fur- 
ther slight decreases in prices received by farmers and 
further slight increases in prices paid, the parity ratio 
may continue to decline in 1953 and may average be- 
low 100. This is in contrast to the experience of the 
past decade, when agricultural prices in general were 
at parity or above it. 

In 1952 the parity ratio averaged 102. A postwar 
peak of 115 was reached in 1947. 


EXPORTS CONTINUE DOWN 


On the.expectation of a continued dollar shortage 
among many.countries that import sizable quantities 
of our farm~products, and a stepup in agricultural 
production among some of the nations which are our 
chief customers or competitors, agricultural exports 
for 1952-1953 may fall as much as 20% below the 
$4-billion figure of 1951-1952, which was one of the 
all-time records. 

While smaller exports of most agricultural products 
seem to be in prospect for 1952-1953, a contraction in 
exports of wheat, cotton, grain sorghums, lard and 
tobacco will probably account for most of the expected 
20% drop. 


Sumuey S. Horrman 
Division of Business Economics 


Meat Production 
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Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939 =100 


Weighted Clothing 
Date Average of| Food Housing! 
All Items 

1951 November...... -.--| 178.2 | 236.8a | 119.9 

CCEMNE?. cies sss se 178.8 | 236.76 120.3 

Annual average...... 174.5 | 229.3 116.9 
1952 January........ «.--| 179.0 | 237.5 120.9 5 133.1 90.0 103.7 168.6 170.1 55.9 
February........... 176.3 | 230.7% 121.1 a) 183.0 90.0 103.7 168.38 169.0 56.7 
March..... bahinca teen 176.7 | 231.0d 121.2 3 1 183.2 90.0 104.3 167.0 170.1 56.6 
ADP tees. Seale cates 178.4 | 234.3 121.4 F 1 1383.3 90.0 104.9 166.9 172.1 56.1 
1 £5, ee ee 178.9 | 236.6¢ 121.5 ‘ 1 130.6 90.0 104.8 165.5 172.2 55.9 
DUNG Sere Bene ore ers, vs 179.0 | 237.0f 121.5 5 4 130.9 90.0 104.8 165.0 172.3 55.9 
A 511A, ie a a ne 180.4 | 239.8 121.7 : .0 131.7 90.0 104.8 164.3 173.6 55.4 
August............. 180.87] 240.69 122.0r ; 7 132.9 92.2 104.8 164.5 174.0 55.3 
September.......... 179 .9r| 237.7 122.17 : .6 183.7 92.2 104.8 164.5 174.0 55.6 
October............. 179.8 | 236.5 122.7 ; 8 135.4 92.2 104.8 163.6 174.4 55.6 
November.......... 180.6 | 238.3h 123.4 148.2 135.0 136.0 92.0 104.8 164.5 174.5 55.4 

Percentage Changes 
Oct., 1952 to Nov., 1952...| +0.4 +0.8 +0.6 +0.1 0 +0.1 +0.4 0.2 0 +0.6 +0.1 0.4 
Nov., 1951 tu Nov., 1952..| +1.3 +0.6 +2.9 -2.9 -3.2 2.7 42.5 +2.4 +1.1 -3.1 +3.9 | 71.2 
1 Rents surveyed quarterly in individual cities b Based on food prices for Dec. 12, 1951 Jf Based on food prices for June 16, 1952 r Revised 


3 Includes electricity and gas 
@ Based on food prices for Nov. 14, 1951 


¢ Based on food prices for Feb. 18, 1952 
d Based on food prices for March 12, 1952 


g Based on food prices for Aug. 13, 1952 
h Based on food prices for Nov. 12, 1952 


é Based on food prices for May 14, 1952 


A SLIGHT ADVANCE IN PRICES OVER MONTH 


corded in the November index for ten cities 
compiled by THe Conrerence Boarp. The 
family market basket of goods and services in these 
cities cost 0.4% more than in October. The all-items 
_ index remained at the general level of the November 
figure of 180.6 (January, 1939=100) during 1952, al- 
though significant offsetting changes had been re- 
corded in the component indexes. During November, 
however, each of the components of the general index 
increased slightly. 


Food 


The food index, which exhibited a good deal of sta- 
bility during the year, rose by 0.8% in November, a 
reversal of the downward drift of early autumn. The 
food index stood at 238.3 (January, 1939=100), less 
than a point above the level of last January. The 
major impetus to the upward movement was the 
seasonal increase in the prices of most fruits and 
vegetables, notably potatoes, sweet potatoes, carrots, 
cabbage, beans, spinach, lettuce, onions, bananas, and 
apples. Oranges, however, declined seasonally in most 
cities. Lower prices were reported in the prices of 
rib roast, round steak, pork chops, bacon, lamb, veal 


A SLIGHT advance in consumer prices was re- 
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and ham. Higher prices were reported for chicken. 
Butter was slightly cheaper in most cities. 


The Other Items 


The clothing index remained almost unchanged in 
November, rising by only 0.1%, to reach 148.2. This 
was a decline of 2.9% since last November. Housefur- 
nishings during November rose 0.6%. Although 
slight, this was the largest monthly change recorded 
since last May. The index in November stood at 
134.5, or about 3% below November, 1951. Housing, 
fuel and sundries followed a slight upward trend. The 
November increases in these items was 0.6% in hous- 
ing, 0.4% in fuel, and 0.1% in sundries. 


Changes Over the Year 


Over the year, the total family budget of consumers 
in the ten cities underwent little change during 1952. 
The actual rise during the twelve months ending in 
November is 1.3%, bringing the index to 180.6. The 
lowest point in the index was reached in February 
when the figure was 176.3; the highest in August, with 
180.8. The largest recorded change was a decrease in 
living costs of 1.51% in February. 

While the over-all pattern is one of relatively stable 
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A Graphic View of Prices Since ‘48 


1 i] 
JULY, 1948 JUNE,1950 
i] 
HIGH POINT MONTH 
POST BEFORE 
WORLD WAR II KOREA 


) 


‘ 


( 
/ 


FOOD 


7 


ALL ITEMS 


cs Nad 


‘~~? 


ano tpie NS 


8 2 7 CLOTHING 


/ 


1948 49 50 
Source: The Conference Board—ten-cities index 


"SI 


/ HOUSEFURNISHINGS 


77~ SUNDRIES 


32 


Economists are forecast- 
ing that the first half of 
1953 will bring a new 
record high of economic 
activity and that the sec- 
ond half of the year will 
show a slight declin but 
one insufficient to bring 
the yearly averages for 
1953 below those for 
1952. 

In reviewing price ac- 
tivity over the past few 
years two dates stand out 
as marking points. The 
first on July, 1948, is the 
all-time high recorded af- 
ter World War Il. The 
second is June, 1950, the 
month before the onset of 
hostilities in Korea. 

Between these two 
points the all-items index 
declined from 166 to 161 
or 3.0%; food dropped 
8.19% (from 222 to 204); 
and clothing and house- 
furnishings 7.8% and 
5.1%. The three other 
components — rent, fuel 
and light, and sundries— 
rose 2.7, 3.3, and '3.9 7.4 

Soon after Korea, the 
index, moved upward in 
successive spurts, but by 
the end of 1951 this mo- 
mentum slackened. How- 
ever, the rising pressure 
of the rent, fuel and light, 
and sundries indexes con- 
tinued, although both the 
clothing and housefurnish- 
ings indexes fell markedly. 
The food index, carrying 
a htavy weight in the all- 
items index, has exhibited 
some weakness in the past 
few months. Since these 
three indexes, which ex- 
hibit a slow but positive 
rise, have considerable 
weight in the total index, 
it would seem that they 
will, for a time, offset ex- 
pected declines in food, 
clothing and housefurnish- 
ings. 
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prices, contrasting trends appear in the component 
indexes over the year. Marked rises occurred in sun- 

dries (3.9%), in housing (2.9%) and in fuel (2.5%) . 
_ The rise in housing was evenly spaced over the year. 

While food prices were relatively constant over the 
year, housefurnishings and clothing declined by 3.1% 
and 2.9%, respectively. Only in the autumn did the 
decline in clothing prices abate. 

A comparison with June, 1950, the month prior to 
the outbreak of hostilities in Korea, shows that the 
food index had jumped 16.6% by November, 1952. 
Housefurnishings, which has been on a downward trek 
for the past two years, still had an impressive 11.1% 
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rise since this earlier period. Sundries had gone up 
9.8%, housing 9.5%, fuel 8.5%, and clothing 5.0%. 


If an earlier bench mark is chosen, however, a shift 
in the picture of the component indexes emerges. Tak- 
ing July, 1948, as the high point in the aftermath of 
World War II, the sundries index shows the largest 
rise, 13.9%. The second highest rise was 12.9% in the 
fuel index, and the third was housing with 11.9%. Sur- 
prisingly, food increased only 7.5%, and housefurnish- 
ings 5.7%. Clothing aloue deciinec —to 3.4% below its 
postwar high. 

Outve E. VaucHAN 
Statistical Division 


FINANCIAL NOTES AND FOOTNOTES 


APPROXIMATELY two years have now elapsed 
since the Secretary of the Treasury fired his memo- 
rable salvo at all those who held to the classical notions 
of the potency of interest rates and, in particular (so it 
was assumed) at the Federal Reserve authorities. 
The controversy thus brought out into the open came 
to an end with the much publicized “accord” of early 
March, 1951, and the “unpegging” of the government 
bond market in that same month. 

Very considerable differences of opinion soon arose 
as to the true inwardness of these latter events. Some 
of them still exist. The statistical history of the money 
market over the past two years, accordingly, is of 
more than ordinary interest. This is particularly true 
in light of changes soon to come in the management 
of the Treasury Department, which include entry into 
the Treasury of W. Randolph Burgess, long a recog- 
nized authority in money market matters and the 
relation of Treasury operations thereto, and long 
known to differ with governmental policies as evolved 
under Presidents Roosevelt and Truman. 

The accompanying charts are designed to make 
graphic the changes in some of the key money market 
statistics. It will be seen at once that these changes have 
for the most part not been particularly dramatic, but 
that they have usually been in the direction of a return 
to conditions and relationships formerly regarded as 


normal. 
Here are some of the facts: 


1. Close to the heart of all this controversy are, of 
course, the Federal Reserve holdings of governments. 
These holdings have continued to gain. Taking the 
two-year period as a whole this increase has been at 
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a rate greater than during 1950. Net additions in 1952 
have, however, been substantially less than half of those 
in 1951. 


The twelve banks bought on net balance about $4.5 
billion during 1951 and 1952. But $3.2 billion of this 
amount was acquired in 1951, and only about $1.3 
billion in 1952. The major buying this year occurred 
in December to ease the seasonal strain. Holdings 
receded as low as about $22 billion in May. They rose 
moderately during the following months, but pur- 
chases in December, amounting to roughly a billion 
dollars, were required to bring the figure to $24.8 
billion by December 30. 

2. The relatively firm policy of the Federal Reserve 
authorities during 1952 led member banks to borrow 
heavily from the Reserve during the last half of the year. 


The extent to which this borrowing increased may 
be as good a measure of the firmness of Federal Re- 
serve policy as the volume of governments purchased 
in the open market. 

3. Member banks appear to have lost part, at least, 
of their traditional reluctance to get into debt to the 


Reserve. Both their loans and their holdings of gov- 


ernments have been rising despite the fact that these 


institutions had to borrow to sustain this volume of 
credit. 

The increase in loans is seasonal for the most part, 
of course. The rise in governments may also be sea- 
sonal, in the sense that customers of the banks in 
need of funds at this time of the year preferred to 
sell governments rather than borrow from the banks, 
thus making these obligations more tempting to the 
reserve banks. 


MONEY RATES FIRM SINCE “ACCORD” 
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4. Factors such as these, together with a more-than- 
half-a-billion-dollar increase in gold stock, inevitably 
caused a rise in money supply—that is, currency in 
circulation outside banks plus bank deposits. Here 
the rise was rather evenly divided between 1951 and 
1952. 


5. Naturally these changes have been reflected 
in interest rates, although the rediscount rate has 
so far been held rigidly to 134%. In December, 
1950, the Treasury was able to sell its bills at an aver- 
age rate of about 1.367%; one year later, it was paying 
1.865%. The rate was well over 2.00% by the end of 
last year. 

The rate on business loans to customers rose during 
the two-year period from around 2.84% to above 
3.50%. Bond yields on both governments and cor- 
porates moved in a similar fashion. 

Where does all this leave us? So far as rates are 
concerned, hardly more than a start back to what used to 
be regarded as normal has been made. In 1929, top- 
grade corporates yielded more than 414%; a decade 
earlier they paid much more. Customer loans aver- 
aged about 534% in 1929, and were far from any 
record high at that figure. Owing to changes in the 
tax status of government obligations in the interim, 
it is not possible to make direct comparison of current 
with earlier yields on governments. But there is no 
question that the change in these types of bonds has 
paralleled those in the other departments of the 
market. 


Of course, the interest rates ruling for the most 
part in the 1920’s or earlier may or may not set any 
standard of normality three decades later. At the 
same time, it can hardly be said in the light of all the 
circumstances that current rates are high. They do 
not appear as yet to have discouraged borrowing in 
any appreciable degree. 


Now that member banks seem to be more ready to 
borrow in order to lend, the discount rate takes on a 
good deal more significance. Developments of the 
past few months seem to have sharpened the orthodox 
tool of interest rates. 

One definite factor now seriously considered by all 
those looking into money market prospects is the 
possibility that the Treasury under the Eisenhower 
Administration may undertake a rigorous program of 
funding short-dated Treasury debt at rates which 
would attract nonbank investors. 

It is widely recognized that the economic effect of 
such a course would in very substantial degree depend 
upon the policy of the Federal Reserve. Rates good 
enough to attract nonbank investors could also attract 
bank investors. Or if commercial banks refrain 
from buying them on account of the length of term 
of the issue or be forbidden to buy them, loans to non- 


government borrowers could leave the volume of 
credit and money still extended. By and large, the 
enlargement of the volume of bank credit and of the 
money supply during the past two years has been the 
result more of private borrowing than monetization 
of the public debt. 

If what is desired is restriction of the volume of 
credit, Reserve banks must reduce their holdings of 
governments pari passu with funding operations— 
or without them for that matter—and so far as may 
be necessary raise the discount rate. These are, of 
course, orthodox notions which of late years have not 
been much respected, but are expected to appeal 
more to the incoming authorities in Washington. 

These are obviously longer-term considerations. 
The tightness of December will naturally ease a good 
deal after the turn of the year. What course of action 
the incoming Administration would think these con- 
ditions called for remains to be seen. 


On the Fear of a Higher Gold Price 


“A first sign that American opinion may be in process of 
adopting a more sympathetic attitude to arguments for an 
increase in the world gold price was forthcoming this week. 
Delivering the annual Stamp Memorial Lecture in London, 
Professor Williams, lecturer on economics in the University 
of Harvard and an adviser to the United States Federal 
Reserve Board, conceded that Sterling Area trade figures 
indicated that if the price of gold had risen along with prices 
in general the Sterling Area dollar deficit would have been 
eliminated. He also went so far as to admit that under 
modern banking conditions there should not be “over-much 
basis” for the fear that a higher gold price would mean in- 
flation—previously the main United States objection to a 
change in the price. 

“He went on, it is true, to question the advisability of a 
change in the price on the grounds that reaching out for 
the simple answer might lessen the incentive to try the 
harder task of finding a basic solution for the international 
payments problem. But he came much nearer to admitting 
that there was a case for a higher gold price than any lead- 
ing American economist has done in recent years.”—The 
Statist, November 15, 1952, p. 592. 


What—and How—To Tell Stockholders 


“Bank managements have in the past ten years or more 
improved the form, structure, and content of annual reports 
to stockholders. The trend is certainly in the right direction. 
Nevertheless, our review confirms that there is much still 
to be done. In fact, the variations in content of the reports 
are so broad as to make one wonder how there could be so 
many varieties of reporting to stockholders. If bank man- 
agements were to recognize the minimum requirements for 
the informed stockholder or security analyst, completeness 
and uniformity would be improved, thereby making reports 
to stockholders much more useful to the financial com- 
munity.”—Report to Committee on Corporate Information, 
National Federation of Financial Analysts Societies. 
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What Executives Say: 


“THE BUSINESS OUTLOOK REMAINS FAVORABLE” 


able long-run effect upon business but little 

immediately in the opinion of many of the 187 
manufacturing company executives cooperating in 
this month’s survey of business opinion. As one 
executive puts it: “Businessmen generally have had 
a renewal of faith in the American system of govern- 
ment,” and an atmosphere may be created “which 
will make for constructive improvements on a long- 
range basis.” 


ibs EISENHOWER victory will have a favor- 


However, nearly two thirds of all reporting com- 
panies expect sales (billings) in the first half of 1953 
to exceed those in the corresponding period of 1952, 
and volume rather than price will account for most 
of the increase. Only one out of six companies ex- 
pects lower sales. Backlogs have declined in four out 
of ten companies during the past year, but nearly one 
third have experienced increases. Over a third of 
the companies reporting on the outlook for backlogs 
expect them to increase or remain good during the 
next six months. However, almost as many firms 
expect them to decrease. A fifth of the participating 
companies anticipate no significant change. 

Because of the improvement in material supplies, 
completion of inventory liquidations, and the im- 
provement in the sales outlook, nearly a half of the 
cooperating companies expect that inventories will 
decline as a percentage of sales in the next six months. 
A fifth look for an increase in inventories as a per- 
centage of sales, but for some this is not an unfavor- 
able situation since inventories have been abnormally 
low. 

Nearly a third of the cooperating companies expect 
higher profits (both before and after taxes) in the 
first half of 1953 than in the first half of 1952. About 
the same number anticipate declines. 

A third of all reporting companies expect their 
capital appropriations,in the next six months to be 
lower than in the corresponding period of 1952, while 
_only half as many companies anticipate a rise. The 
remainder generally expect no significant change. 


SALES ARE LOOKING UP 


Dollar billings for the first half of 1953 will exceed 
the levels of the first six months of 1952, say three 
out of five cooperating companies. This optimism 
about sales prospects pervades metal and nonmetal 
concerns alike, although the proportion of optimistic 
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companies is higher in the nonmetals industries. 

The industries in which sales prospects are most 
favorable as compared with the first six months of 
1952 are: 


® Miscellaneous nonmetals 
© Paper 

® Petroleum 

© Railroad equipment 

© Steel 


© Automotive 

® Chemicals 

® Electrical appliances 
© Leather 

® Machine tools 


In the steel and oil industries, however, the in- 
creases must be discounted because of abnormal con- 
ditions prevailing in early 1952. For example, a steel 
company executive reports: “During the first half of 
1952, we were plagued with two short industry-wide 
strikes in April and were down completely due to an 
industry-wide strike in June.” 

An oil company officer outlines similar factors 
affecting the petroleum industry. He writes: “Warmer 
than normal weather reduced heating-oil demand in 
the first quarter of 1952. Petroleum refinery and steel 
strikes affected the demand for residual fuel oil in 
the second quarter. And, finally, in the first half 
of 1952 exports were inflated by heavy shipments 
abroad to replace losses from the Iranian shutdown 
in 1951.” 

Although a few companies feel that their increase 
in sales will be caused by price rises, a preponderance 
of cooperating companies feel the increase will be 
mostly in volume. 

An apparent paradox is revealed in reports from 
the textile field. Five textile companies expect sales 
to increase over the levels of early 1952, as against 
two that expect a drop, and two that foresee no 
change. However, the two textile machinery com- 
panies reporting regard their outlook as very gloomy. 
One of them expects sales in early 1953 to be way off 
compared with the first half of 1952, “due to the re- 
duced volume of business which textile machinery 
manufacturers have had to cope with.” “Our situ- 
ation,” this executive indicates, “is a direct reflection 
of the very bad textile mill business which has per- 
sisted now for eighteen months or more.” 

The other textile machinery company explains its 
situation this way: 


“We expect our dollar sales for the first half of 1953 
to be only 84% of the same period in the previous year. 
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A lot of our products go to an industry which is probably 
the most depressed in the United States. This is caused 
by the extremely low price obtained for ladies’ full- 
fashioned stockings and there is no light on the horizon 
indicating an upturn. Stockings are selling today for less 
than their prewar prices.” 
While most of the reporting textile manufacturing 
companies expect better sales in early 1953, only one 
in ten expects to increase its capital expenditures. 


BACKLOGS 

Four out of ten cooperating companies have experi- 
enced a reduction in backlogs during the past year. 
Three out of ten have experienced increases and a 
fifth have had little change in backlogs. Ten com- 
panies did not report whether their backlogs had 
actually increased or decreased, but most gave re- 
sponses indicating that the “current backlog situation 
is “good” or “favorable.” This could, of course, mean 
either an increase in backlogs involving more business 
or, in some instances, a decrease in backlogs which en- 
abled the manufacturer to meet his delivery dates 
more easily and to quell customer complaints result- 
ing from delays in shipment. 

Industries in which most cooperating companies 
experienced backlog declines are foundries, machine 
tools, paper, office equipment, railroad equipment, mis- 
cellaneous nonmetals. In no industry does a signifi- 
cant majority of companies report rising backlogs. 

Only 15% of reporting companies expect backlogs 
to increase in the first half of 1953, but nearly a fourth 
more gave responses which indicated satisfaction with 
the general backlog outlook, although they did not 
specify the actual direction. Most cooperating ma- 
chine-tool companies foresee lower backlogs in the 
next six months, but reports from these companies 
indicate that backlogs have been reduced in part by 
expanding production. Existing backlogs are still 
substantial in some cases. For example, one machine 
tool executive states: “We will be operating on a 
20% higher production schedule for the year. Our 
backlog will, with other business developing, carry 
us pretty well through the next twelve months. . . 
and the first half of 1954.” 

Some executives appear to welcome a reduction of 
backlogs and others hope they won’t go much higher 
“because that would involve delivery dates which are 
too far into the future.” 


INVENTORIES WILL TREND DOWN 

In the past twelve months as many companies have 
increased inventories as a percentage of sales as have 
reduced them. A fourth of cooperating companies 
have experienced no change in the inventory-sales 
ratio. However, during the next six months, twice 
as many companies will reduce inventories as a per 
cent of sales as will increase them, and about a third of 
those reporting on their inventory outlook ex- 


pect little change. During the past year there has 
been no appreciable difference in the inventory trends 
of metal and nonmetal companies. In the next six 
months, about the same percentage of metal and non- 
metal companies (40%-50%) will reduce inventories. 
However, while only 20% of the metal companies 
will hold the inventory-sales ratio constant, 40% of 
the nonmetal companies will do so. A quarter of re- 
porting metal companies will increase inventories, as 
a per cent of sales, as against only 10% of nonmetal 
companies. 

Most cooperating foundry and machine-tool com- 
panies experienced a decline in the ratio of inventories 
to sales during the past year. But in a majority of 
reporting railroad equipment and special industrial 
machinery, inventories as a percentage of sales are 
now higher than a year ago. In the next six months, 
most hardware, railroad equipment, instruments, elec- 
trical appliances, chemical, and machine-tool com- 
panies expect inventories to decline as a percentage of 
sales. In none of the industries covered did a signifi- 
cant majority expect an increase in this ratio. 


PROFITS 


Survey reports indicate a brighter profit outlook 
for cooperating nonmetal companies and a less favor- 
able outlook for metal manufacturers. Twenty-six 
of the sixty-five reporting nonmetal manufacturers 
expect to earn more profits, after taxes, in the first 
half of 1953 than in the first half of 1952. Sixteen 
expect declines and seventeen expect little change. 
In contrast, forty-two metal manufacturers foresee 
declining profits against twenty-eight expecting in- 
creases and twenty-four anticipating no change. 

Automotive, food and miscellaneous metals com- 
panies generally foresee a rise in profits, while most 
railroad equipment, heating and plumbing, and steel 
firms look for a falling off. 

Falling profits in the metals group are explained in 
part by what one executive refers to as “the fairly 
free pressure on wages and salaries and the rather 
tight cap on pricing.” 

A railroad equipment company executive says: 
“The decrease in profits is attributable in part to the 
fact that war matériel makes up a larger proportion 
of sales, and the profit margin on these sales is not 
so satisfactory as on regular products.” 

While many executives look for a modification of 
the tax laws, particularly the repeal of the excess- 
profits tax, many do not believe this will affect net 
profits in the first half of 1953. 


CAPITAL APPROPRIATIONS LEVELING OFF 


Although close to 40% of the cooperating com- 
panies expect capital appropriations in the first six 
months of 1953 to be less than those of early 1952, 
almost as many firms look for no change. Only one 
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out of five companies expects to increase capital ap- 
propriations. 

Most reporting firms in the engines and turbines, 
general industrial machinery, and office equipment 
industries plan to cut capital appropriations in the 
next six months. Hardware steel, and textile com- 
panies, for the most part, hope to hold appropriations 
at about the levels of early 1952. 

The election has not significantly changed the 
capital investment plans of cooperating companies. 
But there were a few isolated exceptions. One execu- 
tive, for example, writes that his company had made 
no capital expenditures or appropriations in 1952, but: 


“The day after election we started plans for an addition 
to our laboratory building which will involve an expen- 
diture of roughly $50,000. This addition had been author- 
ized by our board of directors more than a year ago but 
was ‘laid on the table’ by virtue of the extreme unsettle- 
ment as a result of government taxes and practices. We 
now expect to go ahead with that.” 


The apparent leveling off of capital appropriations 
seems to be due in part to the completion of large 
postwar expansions. A number of companies indi- 
cate that they completed major building programs in 
1952 and that expenditures for the immediate future 
will be on the basis of normal replacement and repair. 


OVER-ALL OUTLOOK 


The attitude that “the next six months to a year 
look pretty good, but things may change beyond 
that” has been prevalent in these surveys ever since 
the end of World War II. 

However, there are some indications in the responses 
to this month’s survey that this attitude is being re- 
placed by a new one. A stronger feeling of optimism 
seems to be emerging. 

A number of companies, in appraising the over-all 
outlook for business, express the hope that the election 
will mean “greater reliance on free markets and 
greater efficiency,” and look for “an atmosphere which 
will make for constructive improvements on a long- 
range basis.” 

And an electrical supply executive, appraising the 
future, says: 


“Tt is difficult at this time to say just what effect the 
Eisenhower landslide will have on business from an eco- 
nomic standpoint. Every indication is that with the 
appointment of an able Cabinet, an earnest effort will 
be made to cut the budget and put the operation of the 
government on a more businesslike basis, and there will 
be a much more friendly attitude towards business than 
has been present for the last twenty years. It is our 
feeling that business should accept the challenge and 
cooperate toward achieving some of the goals we have 
been looking forward to for many years.” 
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METAL INDUSTRIES 


Automobiles and Equipment 


Seven out of nine cooperators in the automotive 
field look forward to greater dollar sales (billings) in 
the next six months than in the same months of 1952. 
While one company sees no change and one expects 
a 10% drop, a third company foresees sales up “sub- 
stantially,” four firms visualize increases running 
from 4% to 12%, and two others foresee jumps of 
40% and 50%. Only two companies mention pro- 
duction for defense as a cause. An executive in one 
of these companies says the increase in sales “reflects 
largely increased shipments of defense orders, al- 
though we are also anticipating a small increase in 
the requirements of the automotive and truck in- 
dustries.” 

Five companies say greater volume will increase 
dollar sales and three companies mention price rises 
also. No company mentioned price rises as the sole 
factor accounting for increased dollar sales, and one 
executive said: 


“We are hoping that the new administration will be 
able early in the quarter to reduce taxes—which would 
obviate an increase in prices, and in fact, permit businesses 
to reduce prices a little bit. I am convinced from talking 
to a number of businessmen that if a reduction in taxes 
were promptly ordered, they would cooperate with the 
new administration toward strengthening the economy 
by reducing their prices.” 


Three companies expect to make bigger capital 
appropriations in the first half of this year than in 
the first half of last year. One company looked for 
a “substantial” increase, and another for a level of 
appropriations “about five times the comparable 
period of 1952.” One concern looked for a 10% rise in 
expenditures for the first half of 1953, but guessed the 
1953 annual figure would be below that for 1952. 
Three foresee decreases in appropriations, two in the 
neighborhood of 20%. Two see no change in the next 
six months, and one observes that capital appropri- 
ations will be “on the modest side.” 

Backlogs of unfilled orders are up over the same 
time last year in five out of nine companies. In one 
company backlogs were 20% lower, and another com- 
pany reported backlogs “down.” ‘Two experienced 
no change. The increases are “slightly better,” “sub- 
stantially higher,” 25%, 40%, and “approximately 
$10,000,000.” On the 1953 trend of backlogs, no 
cooperating automotive executive forecast a drop, 
although one of them could “see no reason for in- 
crease.” Other expectations are: “good,” “further 
improvement,” “will remain high,” “will remain nearly 
constant.” 

While as many companies built inventories (as a 
percentage of sales) as liquidated them in the past 
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year, the accent is on inventory reduction in the 
next six months. One company reported its inven- 
tory-to-sales ratio to be “up,” while two said “up a 
third” and “15%” respectively. Decreases were: two 
companies “down,” and one firm down “at least 
10%.” No change was indicated by two companies, 
while one company states: “Our inventory position is 
quite a little better than last year.” Only one concern 
definitely forecasts an increase in inventories as a 
proportion of sales in the next six months, while four 
expect decreases, one of them a drop of 5%-10%. 
One executive did not forecast the inventory-sales 
ratio, but stated that both inventories and _ sales 
would go up. Two companies looked for little change. 
Said one executive: 


“The trend of our inventories will depend somewhat 
on our ability to purchase raw material. If raw material 
should become abundant, our raw material buying, par- 
ticularly copper and steel, would enable us to cut our 
inventories to a shorter cycle.” 


Automotive executives cooperating in this month’s 
survey see increased profits for the first six months 
of 1953, compared with the same period of 1952: seven 
out of nine expect higher profits before taxes and six 
out of nine after taxes. One company expected that 
profits would be up slightly before taxes but not 
after taxes. 

Among other companies foreseeing increases, the 
rises expected before and after taxes were: “up,” “up 
slightly,” “up substantially,” “up 10%,” “up 50% 
before and 30% after,” and “up 50% before and over 
50% after.” 

One company expected a slight decline in profits, 
and another thought they would be down about 10%. 
One of these saw the profit outlook affected by “cost 
increases which cannot be passed along in selling 
prices.” 


Electrical Appliances and Supplies 


Increases in billings for the first half of 1953 com- 
pared with the same part of 1952 are forecast by seven 
out of eight cooperating electric appliance and supply 
companies. Increases in sales were “somewhat higher” 
and up 5%, 10%, 18%, 25%, 25%, 33%, and 50% 
plus. The eighth company indicates that it has no 
idea how the two periods will compare. Four con- 
cerns stated that greater volume accounted for most 
of the sales increase, while three concerns said it was 
a combination of volume and price. 

Two companies indicate their capital appropri- 
ations will be higher in the first half of 1953 than in 
the first half of 1952—one slightly higher, and the 
other up more than 50%. Three thought that appro- 
priations would drop, two expected no change, and 
one said it “contemplated no appropriations.” 

One of the two companies indicating no change in 


appropriations, however, stated: “This is not true of 
actual expenditures, which will be higher owing to 
high appropriations in 1950 and 1951 which will be 
carried out in 1953 to complete the company’s pro- 
gram of capital expansion.” 

One of the companies expecting decreases planned 
to limit capital expenditures in 1953 to 25% of ex- 
penditures made during the previous year. Of the 
other two expecting decreases, one had a large plant 
expansion in full swing during early 1952, and the 
other concern was finishing a new branch factory at 
that time. 

Backlogs of unfilled orders have increased in three 
electric appliance companies, decreased in three, and 
remained the same in one during the past six months. 
One company executive reported his company’s back- 
log as “good for this time of year,” and said that 
there have been “considerable inquiries for good- 
size jobs.” Increases were “far greater,” up 22%, 
and up 60%, due to government orders. Drops re- 
ported were 13%, 25%, and 30%. The company with 
the 30% drop in backlogs explains: “The major por- 
tion of the decline has come in special items for the 
military, as our regular line of products has about the 
same volume of backlogs.” As for the backlog outlook, 
two companies visualize future drops, one company 
saw no change in the next six months, one indicated 
the prospects for 1953 were “excellent,” and one says: 
“The outlook is somewhat better as a result of the 
outcome of the election.” 

Inventories as a percentage of sales have increased 
in three companies, decreased in three, and exhibited 
no change in two during the past year. Increases 
were “up,” “up 10%” and “up 50%.” One of the 
companies indicating a decrease stated that the in- 
vestment in inventories had been cut because raw 
material was more plentiful, and delivery dates were 
shorter. In the next six months four companies ex- 
pect to reduce inventories as a per cent of sales, one 
will increase them, and two expect no change. 

Only one of the reporting companies in this in- 
dustry expects profits in the first half of 1953 to be 
better than in the corresponding period of 1952, 
although another concern said profits before and 
after taxes will “compare favorably.” Two firms 
expect profits to drop, two expect no change. 

Another says simply that “there will be no in- 
crease,” adding: 


“Although we expect an increase in sales, we anticipate 
no increase in dollar profit. This is due to our losses on 
defense material in the last half of 1951, and the result- 
ing abnormally high profit on defense material in thr 
first half of 1952. We expect normal profits on defense 
material in the first half of 1953.” 


The last company reports that the profit outlook 
is “terrible.” This company went on to state: “Our 
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competitors don’t seem to realize that there is a let- 
down in the demand, and are trying to keep up their 
production quantity by cutting prices.” 


Electrical Machinery 


Billings among electrical machinery cooperators in 
the next six months will be “up 10% over the first 
half of 52” in one company, “down 10%” in a second, 
and “approximately the same” in a third. According 
to the two companies reporting changes, the changes 
will be due to volume rather than price. 

Capital appropriations in the first half of 1953 are 
expected to be “20%-30% higher than in the first 
half of 1952,” one company states, “because of cost 
reductions that have been held in abeyance owing 
to inability to obtain machinery.” 

Another company thinks its “capital appropriations 
for the first half of ’53 will compare favorably with 
those of °52” and that the year ’53 will show capital 
expenditures less than for the year 52. This concern 
points out that its facilities have been considerably 
expanded over the past few years, and that after 
the present building program has been completed, 
the management will survey the situation very care- 
fully before expanding facilities further. A third 
firm expects appropriations to be the same, but 
actual expenditures to be up. 

Backlogs of unfilled orders in this industry are 
down from a year ago for two companies and the 
same for one. Both companies experiencing a re- 


duced backlog show satisfaction, however, one indi- - 


cating that although its backlog i is 15% less than a 
year ago “we feel it is just coming into a controllable 
backlog,” and the other hoping that increased capac- 
ity will keep the backlog down. 

The proportion of inventory to sales now compared 
to a year ago is reported by only one company. In 
this instance the ratio is “down.” Prospects for the 
future are scattered with one down, one no change and 
one up. 

Profit prospects before and after taxes, among co- 
operating electrical machinery companies are indi- 
cated as “down” in one company, and “unchanged” 
in two. The company in which prospects look pessi- 
mistic anticipates a drop because of “cost increases 
in materials such as steel, copper, aluminum and 
various chemicals and insulating products that we 
use. Also wages are higher.” 


Engines and Turbines 


Billings prospects for four cooperating engine and 
turbine companies for the first half of ’°53 compared 
to the same period of 1952 are “up” in two firms, 
down 10% in a third, and “unchanged” in the 
fourth. One firm that anticipates an increase men- 
tions 10%- 15% as the probable amount. The two 
companies expressing an opinion on the subject indi- 
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cate that the change will be due to changes in volume. 

Capital appropriations will drop, according to three 
cooperating companies, while in only one instance will 
they be higher in the first half of 53 than in the first 
half of *52. While the reported increase is only 

“slighter higher,” the drops will amount to 25%, 
757%; and 80%. An executive in one company fore- 
seeing a decrease states: “A significant change at 
present is the fact that we are not now doing any 
expanding. We do, however, expect to continue 
normal and cost-saving replacements.” 

Unfilled orders now compared to a year ago are “up 
5%” “up 10%,” “unchanged,” and “down 30%.” The 
outlook for future backlogs is “favorable,” “better,” 
“up 10%-15%,” and “down 15%.” 

Inventories as a percentage of sales are reported 
as “slightly higher than a year ago” and “favorable.” 
Two companies expect decreases in the near future, 
however, while one expects the ratio to remain un- 
changed. One executive states: “Inventories are being 
well controlled. Present careful buying is offsetting the 
relaxing of material allotments.” 

Profits both before and after taxes in the first half 
of 1953 over the same months in 1952 will be “down” 
in one company, “down 20% before taxes and 10% 
after taxes” in another, the same before taxes in a 
third and constant both before and after in a fourth 
company. 


Foundries 


Cooperating foundries state that sales (billings) 
for the first half of 53 compared:with the same period 
in *52 will “be unchanged,” “compare favorably,” 
“go down,” and “go down 10%.” Replies indicate the 
change in dollar sales is owing chiefly to volume. One 
executive points out that “inasmuch as the steel cast- 
ing industry has not received any price relief from 
the office of price stabilization, there will be no change 
due to price increases.” 

Capital appropriations will be “higher in the first 
half of ’53 than in the same portion of ’52” for two 
companies, “down” for one company, and “un- 
changed” for another. 

Cooperating companies indicate that backlogs are 
now “less,” “lower,” “down 10%,” and “down 35%” 
from the levels of a year ago. Two concerns look for 
no improvement in future backlogs, while one con- 
cern thinks they will improve. Comments one com- 
pany executive: “We have no evidence at the mo- 
ment that backlogs will increase and we have observed 
a somewhat more erratic trend in the booking of new 
orders.” 

At present, inventories as a proportion of sales 
are down in three companies compared with the past 
year, and unchanged in one. The outlook for the next 
six months is upward in two cases and downward in 
two others. One company anticipates lower inven- 
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tories owing to an intensive effort on the part of sales 
and operating departments to cut stock piles. This 
concern thinks, however, that in the future inven- 
tories will rise. 

Cooperating companies feel that profits will be 
“about the same in the first half of ’53 as in the same 
period of °52,” “not so promising,” “lower,” and 
“down,” both before and after taxes. Reasons for de- 
creased profits are cited by two companies—the 
“labor cost increase resulting from recent negotiations 
with the steelworkers’ union;” and “the problem of 
excess capacity” which, one executive indicates, af- 
fects many segments of the foundry industry. 


Hardware 


Three of the seven hardware companies reporting 
indicate that their billings will be higher in the first 
half of ’53 than they were in the same period in ’52. 
Two companies indicate that their sales will be the 
same for the two periods, while one company expects 
the figure to go down about 10%. A seventh manu- 
facturer indicates its sales will be “up in two lines, 
down in one.” Those companies expecting improved 
sales anticipate increases ranging from 10% to 25% 
over the figure for the first half of 52. In every in- 
stance reported, the anticipated changes in the sales 
figure will be due to changes in volume. 

Two companies report that their capital appro- 
priations for the first half of ’53 will be lower than 
they were during the first six months of 52. Four 
companies indicate that they expect no change in 
the size of their capital appropriations, while none 
expects an increase in this category. 

Backlogs for the industry will be “up 75%” and 
“up” in two companies, and “down 30%,” “down 
25%” and “much lower” in three others. One com- 
pany reports “very little backlog.” The future trend 
for backlogs is viewed as “unchanged” in three com- 
panies, “fair” in another, and “favorable” for one 
product in a fifth. 

Inventories as a percentage of sales are “down” in 
two companies as compared with a year ago, and “the 
same” in four others. One company reports that its 
“decrease is 25%.” An executive of this company 
states: “This was accomplished deliberately because 
we had more inventory at that time than we nor- 
mally require.” Four companies expect to see de- 
creases in their inventories in the six months to come, 
while another expects its inventory to rise. One an- 
ticipates no substantial change: “Our inventory will 
be on a plateau, with a tendency downward except on 
seasonal lines where special stocks are put in, in an- 
ticipation of heavier requirements.” 

Profits for the reporting hardware companies for 
the first half of the coming year will be equal to, or 
lower than, they were for the first six months of ’52. 


Before taxes, four companies anticipate that profits 
will be the same as in the previous year, while two 
expect drops. After taxes, the picture shows four 
companies with anticipated drops and two “un- 
changed.” On company, reporting by product lines, 
describes the future for profits in its three lines as 
“poor,” “grim,” and “dark.” 

Said one executive about the profits outlook: “There 
is a slight reduction in the profits on civilian goods 
due to increased costs, and little or no profit on the 
defense orders, although they do help to lower our 
overhead rate.” 


Heating and Plumbing 


Among the heating and plumbing industry co- 
operators, sales in dollars (billings) for the first half 
of 53 compared with the corresponding period in 
52 will be up 2%, 9%, 30% and 95% in four in- 
stances, and unchanged in four others. Four com- 
panies attribute their increases in dollar sales almost 
entirely to volume, while one company attributes its 
rise to a 5% increase in prices. 

Three companies report prospects for capital appro- 
priations in the coming half year to be unchanged 
when compared with the corresponding period in ’52, 
while three others expect theirs to go down—to the 
tune of 20% and 25% in two instances. The third 
company points out it was building a new shop in 
the first half of 1952, and is currently limiting capital 
investment as much as possible. 

The present volume of unfilled orders compared to 
a year ago is reported as “about the same” in three 
companies, “down 50%” in one company, and up in 
four companies—“5%,” “10%,” “50%” and “fourfold.” 
Future prospects for backlogs appear more shaky. Un- 
filled orders will be “up” in one company, “up 20%” in 
another, and “down” in two others. Two companies 
expect backlogs to remain constant, while another 
forecasts “no great increase.” One industry executive 
points out: “It is anticipated that the backlog will 
slightly decrease during 1953, but will continue to be 
relatively high throughout the year 1953, represent- 
ing on an average about seven months’ billings.” 

Inventories as a percentage of sales during the past 
year went “down” and “down 10%” in two compan- 
ies, “up 5%” in one company and remained un- 
changed in three companies. One of the decreases 
was 10%. Another company reports raw material 
inventories as a per cent of sales decreasing 15%, 
while the finished goods inventory is “practically the 
same as a year ago.” Inventory ratios in the next 
six months are expected to be up in three companies 
and down in three other companies. 

On the profit prospects for the first half of the 
year ahead, two companies expect increases, four 
companies anticipate drops, and one feels profits will 
remain about the same. One of the drops is indi- 
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cated as 10%. Among companies showing decreases 
in profit expectations, two mention increased labor 
cost and some increases in the cost of materials. A 
change in the character of company business is 
anticipated by one executive of a pipe company who 
states: 


“Due to the housing developments, the last six years 
have seen a tonnage concentrated in the smaller diameters 
of pipe in order to serve the individual housing, and we 
know that our customers are now planning larger diame- 


ters of pipe in order to reinforce the small pipe that has 
been laid.” 


Industrial Machinery—General 


Sales (billings) of general industrial machinery 
manufacturers in the first half of ’53 will be higher 
than in the same period of ’52 in four instances, and 
lower in three, cooperating companies report. In- 
creases anticipated are “slight,” “10%,” and “8% 
to 10%,” and “50%.” Drops will range from 10% 
to 15%. Reports indicate these changes in dollar 
sales will be almost entirely owing to changes in 
volume. “Competitive pressures,” indicates one ex- 
ecutive, “will generally prevent price increases of a 
general nature, despite increased costs.” 

Decreases in capital appropriations are anticipated 
by four companies, and an increase by one. Another 
company foresees no change in its capital appropri- 
ations program, when comparing the first half of 53 
with the same period in *52. One company which 
anticipates a 75% decrease points out, however, that 
actual expenditures will be just as big in the first 
half of ’53 as in the first half of ’52: “We will be con- 
tinuing expansion and modernization programs based 
on long-term requirements of the business. Con- 
ceivably 20% could be canceled if the bottom dropped 
out of business; but we expect the bulk will carry 
through, whatever happens.” Three companies report 
having largely completed their long-term capital ex- 
pansion programs. 

Backlogs are higher than they were at this time 
last year in three companies, lower in four, and un- 
changed in one. Reported increases are 25% and 
50%, and decreases are 15%, 15% and 20%. One 
company expects backlogs to rise next year, three 
companies expect drops, one company expects no 
change, and one says “the outlook is good.” 

The following is typical among companies expect- 
ing a decreasing backlog: “The outlook is for con- 
- tinued diminution of the backlog, since shipments are 
higher than incoming orders, and cancellations are 
coming in at a great rate.” 

Another company points out, however, that the 
backlog “now represents a year’s business. We do not 
expect it to increase much further. On the other 
hand, we doubt if it will decrease during the first half 
of next year.” 
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Still another executive remarks: “The backlog of 
orders is above that of a year ago, and it appears. 
that the backlog will still further increase.” 

Inventories as a percentage of sales are “up,” 
“up,” and “up 10%” over a year ago in three com- 
panies, and down “10%,” “20%,” “28%,” and “lower.” 
in four others. 

The six-months outlook for inventories as a propor- 
tion of sales is up in three companies, down in two, 
and unchanged in two. 

A look at profits prospects for the first half of 1953 
compared with the same months in 1952 yields a be- 
fore-tax picture of improvement in two companies. 
and declines in four. After taxes, the outlook is for 
an increase in one instance, and a drop in four. One 
company indicated its profits would be “not very 
much higher,” and another, that they “would not be 
satisfactory.” Reported decreases range from 15%, 
to 33% before taxes, and from 10% to 20% after. 
Reported increases are “greater” and “up 20%” both 
before and after taxes. While one company which 
characterizes the outlook as “bleak” cites the squeeze 
between fixed prices and rising costs, comments from 
executives in two other companies indicate some 
easing of materials procurement. 


Industrial Machinery—Specialized 


Seven cooperating special industrial machinery 
companies report billings will be greater in the first. 
half of 1953 than in the first half of 1952. Four com- 
panies indicate the extent of their expected sales in- 
creases as “substantial” and 8%; and two companies, 
10%. Anticipated drops are 7%, 16%, 25%, and 
35%. Eight firms say volume will account for their. 
anticipated change, while two say prices will raise 
dollar sales. One says a 10% volume decline will be 
offset in part by a price increase, and another expects. 
a drop in both price and volume. Two companies 
attribute their increased dollar sales to an increase 
in defense orders. 

Only two special machinery companies will appro- 
priate more capital in the first half of 1953 than in 
the same period of 1952, one increase being 25%. 
Four will decrease capital commitments, one by 15%; 
and six plan to make no significant change. One. 
company states that it is postponing the construction 
of an office building “indefinitely.” 

Another says that “future expenditures will be 
chiefly for replacement of worn-out and obsolescent 
facilities and modernizing of manufacturing methods.” 

The increased expenditure of one company is 
“largely due to projects of an extraordinary and non- 
recurring nature,” and another indicates that expen- 
ditures will be more for buildings than for equip-. 
ment. 


Five companies report their backlogs are down 
from a year ago, in one case by 25%. Five companies. 
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report increases, one of 10%. Of the remaining two 
companies, one does not operate on a backlog basis, 
and the other has experienced no change in backlogs. 
Only one company foresees an increase in backlogs in 
the next six months, while four expect decreases, and 
a fifth regards the future as uncertain. One company 
expects little change. Several companies indicate 
that the increase of backlogs will be mostly in the 
form of defense orders. 

One such company states: “The backlog of con- 
tracts for military equipment has more than doubled, 
and the future looks bright.” Another, however, con- 
siders the outlook for new government orders as 
“uncertain.” 

Inventory, as a per cent of sales, moved up during 
the year in six companies, and dropped in four. The 
reported increases are 10%, 16%, and 20%. One of 
the decreases is 10%. Four companies expect inven- 
tories, as a per cent of sales, to increase in the next 
six months; five anticipate a drop, two foresee no 
change. Regarding its expected increase, one com- 
pany states: “We expect inventories to trend upward, 
because we are putting out new types of machinery.” 
A company anticipating a drop in its inventory-to- 
sales ratio says: “A definite reduction in our inventor- 
ies is expected, since the bulk of the present increase is 
a direct result of the buildup for defense production.” 

Six companies expect their profits for the first 
half of 1953 to be lower than those made in the 
same period of 1952 (both before and after taxes). 
Only four expect no change. One of those expecting 
an increase in profits attributes it entirely to heavier 
shipments on defense orders. One of the companies 
expecting a drop in profits stresses that its prod- 
ucts largely go to an industry which has been very 
much depressed in recent months, and another com- 
pany states that “it is impossible to obtain contracts 
of a competitive sort at permissible ceiling prices.” 


Instruments and Controls 


While four cooperating instrument and control 
companies expect no change in sales (billings) for the 
first half of 1953 compared with the first half of 
1952, five companies look for increases. One expects 
only a slight increase, but two expect sales increases 
of almost 20%. In four out of five companies this 
increase is attributed to a change in volume. One 
company expects sales (billings) to be better because 
of its current backlog of orders, but thinks that it 
might be hindered by “shortages of essential compo- 
nents.” 

Five companies expect capital appropriations to 
be lower in the first half of 1953 than in the corre- 
sponding period of last year. One expects an in- 
crease, and three expect appropriations to approxi- 
mate those for the first half of 1952. One company 


that anticipates a decrease in appropriations points 
out: “We have largely completed our modest expan- 
sion in factory facilities to meet the increased vol- 
ume of business which appeared after the outbreak 
of the Korean war. Accordingly, there should be a 
steady curtailment of new capital expenditures from 
here on out.” Another executive emphasizes the 
limitations of the present tax structure, especially 
the excess-profits tax, on the amount of money set 
aside for capital expenditures. 

Backlogs of unfilled orders are up in five com- 
panies, and, compared to a year ago, down in two 
(20% in one case). In one company, backlogs are 
unchanged. Reported increases are 25%, 35%, 95%, 
and 150%. In the next six months, two companies 
expect no change in their backlogs, three companies 
say the outlook is good or favorable, and one, that 
its backlog is leveling off. One executive points out: 


“Our present backlog of unfilled orders is almost 20% 
below this time last year. However, this doesn’t presage 
any falling off in the current rate of business, which re- 
mains at record high levels. It reflects rather the fact 
that our customers are not indulging in the speculative 
forward buying which characterized business in 1951, 
when everyone was believing the government warning 
of severe material shortages. Now that that bugaboo has 
been laid to rest, people are making their purchase com- 
mitments on a more orderly basis.” 


Four companies increased inventories as a percent- 
age of sales during the year, three companies de- 
creased them, and one company kept them un- 
changed. In the next six months, however, five 
companies expect to increase them, and four com- 
panies will keep them in line with sales. One com- 
pany reports its raw material inventories are equal 
to the level of a year ago, but are low compared 
with present productive levels; work in process is 
twice what it was a year ago, but proper for the 
present level of output; and, finished goods are at a 
five-year low—in fact, too low for satisfactory oper- 
ations. This executive goes on to say: “We presently 
see no hope of correcting the finished goods inven- 
tory situation until possibly the second quarter of 
1953, at which time we are hopeful that some finished 
goods inventory might be developed.” 

Seven of the nine cooperating instrument and con- 
trol companies expect no change in their profits 
before taxes in the next six months compared with 
the same period last year. One reports profits will 
be “excellent,” and the last expects a slight decline. 

The situation after taxes is expected to be the 
same in all but two cases. The company expecting 
excellent pretax profits states: “This result trans- 
lated into profit after taxes may not show a great 
increase, as our organization now enters the excess- 
profits brackets and the majority of the additions 
will go to Uncle Sam.” And one company expecting 
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the next six months’ profits before taxes to equal 
those of the same period last year says: “We believe 
that the excess-profits tax will be eliminated for next 
year; consequently, our profit after taxes should be 
higher than in 1952.” 


Machine Tools 


Nine of the fourteen cooperating machine tool com- 
panies expect dollar billings to be higher in the first 
half of the coming year than in the same period of 
last year. Two companies expect a drop, and three 
companies expect that sales will remain about the 
same. Anticipated increases were 5%-10%, 10%- 
12%; four companies, 20% to 25% and 40%. Two 
companies anticipate drops of 20%. Changes are 
mostly due to volume. 

The machine-tool industry is facing increasing 
foreign competition, according to the comments of 
one executive who recently returned from Europe. 
He says he found all countries there busily engaged 
in the manufacture of machine tools: 


“They have created many new designs and, generally 
speaking, build a good product. Two companies are ship- 
ping fifty machine tools per month into this country while 
the same machine is manufactured here. Generally their 
price is less than half of ours, by reason of the fact that 
their top mechanics earn between $.60 and $.80 per hour 
as compared with $2.00 to $2.60 in this country.” 


Five companies plan decreased capital appropria- 
tions in the first half of 1953, compared with the 
first half of 1952. Two concerns think they will in- 
crease appropriations, and three believe there will be 
no change. Another firm indicates appropriations will 
be about the same “other than for plant expansion.” 
One company said there would be no new capital 
appropriations. A company that plans to appropriate 
more for the first half of 1953 than for the first half of 
1952 writes: “The extent of this increase will depend 
in a large measure on the outcome of renegotiation in 
the year 1951, concerning which we are still com- 
pletely in the dark.” Three companies report comple- 
tion of new plant investment. 

Although bolstered by defense business in many 
cases, backlogs of unfilled orders are down in nine 
companies compared to a year ago. They are up in 
three companies, while another company simply says 
backlogs are “substantial.” The decreases were 10% 
(three) , 28%, 33%, 50%, and 65%. The one reported 
increase is 15%. The outlook is for decreasing back- 
_logs in seven companies, no change in one. 

Another firm says the outlook is “good.” Despite 
these decreases and anticipated decreases, about half 
the reporting machine-tool companies appear to have 
a considerable backlog. Two companies point out 
they have just brought their backlogs to the point 
where they can quote better delivery. An executive 
in one midwestern company whose backlog has been 
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shrinking states: “It is substantial. There will be 
very few cancellations. We believe that they have 
already taken place.” 

On the other hand, some have experienced sharp 
losses in backlogs, and are not too optimistic. One 
executive writes: “Our current backlog is about 
half of that which existed at this time last year. We 
are not too far away from an irreducible minimum, 
and we do not look for any substantial change one 
way or the other in the near future.” 

Another company executive has this to say: “Our 
backlog is slightly lower. The outlook is for a smaller 
volume of orders in 1953. We are now receiving about 
one half volume in new orders that we are shipping 
out from older orders. We have, however, a backlog 
of about fifteen months’ work, regardless of the new 
orders coming in. But, of course, many of them 
could be canceled.” This same executive went on, 
however, to talk about the long-run aspects of the 
order situation. “Our orders have been coming largely 
from those doing defense work, or direct from gov- 
ernment agencies. A reduction in such work, unless 
the lost volume is replaced by new general business, 
will affect next year. We do not see just how industry 
after the recent expansion can supply a volume of 
orders anything like the defense effort.” 

Inventories, as a percentage of sales, are down over 
a year ago in eight companies, up in three, and un- 
changed in one. Two decreases were 10% and 15%, 
while two increases were 30% and 100%. In the 
next six months, eight companies foresee decreases, 
two see increases, and three see little change. 

Five companies expect that profits (before and 
after taxes) in the first half of 1953 will be about the 
same as in the first six months of 1952. Four com- 
panies expect rises, and four look for decreases before 
taxes. Five expect rises and three declines after 
taxes. One company does not make a comparison, 
but reports profits will be “good.” Indicated increases 
are 5% and 25%. Decreases are 18% (before taxes) , 
25% to 30%, and 50%. One reports dollar profits will 
remain about the same, but that the percentage of 
profits before taxes will be somewhat lower. Those 
companies expecting decreased profits attribute them 
to increases in labor and material costs, and also to 
increased subcontracting. 


Nonferrous Metals 


Two nonferrous metals companies anticipate in- 
creased billings in the first half of ’°53 compared to 
the same half of ’52. In one instance the rise will be 
6% over the 52 figure. Another company, however, 
foresees no change. Both companies looking for in- 
creased billings attribute the rises to price advances. 
One company states: “If we could get all the copper 
and scrap we want, however, our volume could be up 
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25%.” The other company expects a smaller volume 
to be offset by increased prices. 

Two companies see capital appropriations in the 
first half of the coming year larger than for the first 
half of ’52, while one company expects them to fall 
off. The company expecting a drop, however, says: 
“The actual outlay of cash will be heavier.” A com- 
pany expecting a rise indicates stress on “moderniza- 
tion of facilities and on some product diversification.” 

Unfilled orders now are unchanged from the levels 
of a year ago, two companies report. One company 
indicates, however, that bookings have been trending 
lower, “perhaps in part due to the steel strike.” 

Inventories as a percentage of sales are now 4% and 
10% higher than a year ago, two cooperating com- 
panies report, and about the same in a third. The 
prospects for the next six months are for a rise of 6% 
in one company, and a fall in another company. Still 
another company indicates it expects inventories to 
tend to level off, “unless there is a larger amount of 
raw material available, which we do not expect.” 

A company which has operated for years on the 
LIFO (“last-in, first-out”) method of inventory 
valuation points up a problem common to many com- 
panies. An officer of this company states: “We will 
endeavor—National Production Authority permit- 
ting—to try to replace our inventories as of Decem- 
ber 31, so that the inventories, from the standpoint 
of poundage or tonnage, equal that which we did 
have the first of this year, and therefore save from 
exorbitant tax assessments the profit we might make 
if we are unable to end the year with the same ton- 
nage that we had the first of the year.” 

Profit forecasters are mixed in the nonferrous metals 
industry. One company expects profits to be better, 
both before and after taxes, another that profits will 
remain the same at least before taxes, and a third 
that profits will be down 10% before taxes and 15% 
after taxes. One company reports: “We suspect that 
there will be no excess-profits tax, and so our profit 
should show a considerable improvement for the 
second half.” Another company lists the favorable 
and unfavorable factors affecting their profits. Un- 
favorable are: direct and indirect cost increases, de- 
crease in volume, and LIFO inventory replacement. 
Favorable factors are: increasing machine efficiency, 
and management action. 


Office Equipment 


Cooperating office equipment companies indicate 
that billings will be 10% lower in the first half of 
°53 than in the same period of ’52 in two instances, 
and 50% higher in one. These changes will be due 
entirely to changes in volume in one company, and to 
a mixture of price and volume changes in another. 
The company having the 50% increase in billings 
reports: “This is due entirely to production for de- 


fense work. On commercial business, it is estimated 
that billing for the first half of next year will be as 
much as 9% below the same period for 1952.” 

Capital appropriations in the first half of next year 
are expected to be “less than in the first half of *52,” 
“10% smaller,” and “down 50%.” Two companies 
indicate they have completed their major capital 
expenditures programs, while the third says: “We 
have to reserve capital to pay taxes.” 

Order backlogs now are “down 30%,” “down 50%,” 
and “down 50%” from the levels of a year ago. One 
company with a backlog reduced 50% has this to 
say: “The outlook for sales is good, however, and we 
feel we'll approximately keep pace with our present 
production facilities.” 

Only one office equipment firm reports on existing 
inventories: “Our stock of machines is large.” And 
in two companies where sales are dropping, “Inven- 
tories are expected to continue to rise.” 

Reports on profits prospects for the first half of 
’53 compared to the same period in ’52 indicates that 
one company expects a rise of 50%, and two com- 
panies expect “lower” and “30% lower” profits, both 
before and after taxes. One of these concerns cites 
three factors affecting its profits: (1) Slightly re- 
duced price structure; (2) anticipated lower volume 
of production; and (3) certain higher costs. 


Railroad Equipment 


Four of five reporting railroad equipment com- 
panies expect dollar sales to increase in the first 
half of 53 compared with the same period in 52. The 
fifth expects billings to “go down.” Reports indicate 
changing prospects are accounted for largely by vol- 
ume. Reasons for the increase vary. In one case the 
change in volume is attributed to government de- 
fense work, in another case to the acquisition of an 
additional subsidiary. One company indicates its 
principal customers have been going slow on orders 
so as to reduce their inventories, and that price in- 
creases to these customers are thus not in order. 

Capital appropriations are expected to be larger 
in the first half of ’°53 compared to the same period 
in ’52 in two companies, lower in one, and unchanged 
in a fourth. Nevertheless, the company expecting 
little change expects actual expenditures to be about 
mos as large in the first half of ’53 as in the first half 
of *52. 

Backlogs of unfilled orders now are “twice the level 
of a year ago” in one case, and “down,” “down,” 
“down 10%,” and “down 16%” in four others. The 
outlook for backlogs in the next half year is for 
reductions in two companies, and one company states 
merely that “the outlook for the backlog is good.” 
One company which expects its backlog to drop 
states: “The backlog may decrease another 10% to 
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20% in the next six months, but we anticipate reason- 
ably good business.” Another company reporting a 
reduction says: “Our current backlogs are only 25%- 
30% of what they were a year ago. We are waiting 
hopefully for the expected upturn in orders.” An- 
other company differentiating between government 
and regular orders says: “On the assumption that 
government defense spending will be curtailed, it is 
expected that the future backlog of defense orders will 
be reduced, and that the backlog for regular products 
will remain at about the current level. 

Inventories in proportion to sales are up in four com- 
panies and unchanged in one company as compared 
with a year ago. Reported inventory positions are 
“up,” “much larger,” “up 29%,” and “up 100%.” 
The outlook for the next six months is downward 
in three cases, and unchanged in one. 

Three railroad equipment companies expect to see 
a drop in profits in the first half of 53 compared with 
the same period in *52, while one expects to see an 
increase. Companies expecting poorer profits ex- 
pect that they will be “less,” “6% less,” and “down 
30%” before taxes, and down 8% and 15% after 
taxes. One company that expects profits to be up 
points out that “the margin of profit is expected to 
be lower due to the greater proportion of defense 
work.” Another cooperator mentions “increases in 
employment costs which we have not been able to 
offset by higher prices, because of price controls.” 


Miscellaneous Metals 


Dollar sales billings in the half year ahead com- 
pared to the first half of ’52 are expected to be “up” 
in two miscellaneous metals companies, “up 9%,” 
“up 10%,” and “up 75%” in three others, and “about 
the same” in four more, and “down 25%” in one. 
In one case two thirds of the increase in billings is 
expected to be due to increases in volume, while price 
rises will account for the remaining third. In an- 
other case, the split is 80% for volume and 20% for 
price. 

The company anticipating a 75% increase in bill- 
ings attributes the rise entirely to volume. Several 
companies tie in their sales with the defense program. 
For example, one executive points out that “if there 
is any drastic change in government purchases for 
the defense program it will have a material effect on 
our billings.” The company anticipating a decrease 
in billings says that “bookings have been off-color for 
the past twelve months.” 

Capital appropriations for the first half of 1953 
are expected to be greater than in the same half of 
1952 in two companies, smaller in two, and about the 
same in four others. One company expecting further 
expansion says: 

“We have some over-all plans for sizable capital ap- 
propriations which we have been discussing and develop- 
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ing for the past two or three years. It is possible that 
one or two of these programs will materialize and be ap- 
proved in the first half of 1953, in which case our capital 
appropriations would be larger than for the same period 
in 1952. These programs, however, are for plant improve- 
ment and cost deduction rather than for expansion.” 


One company which plans a decrease in capital ap- 
propriations points out that during the first half of 
last year its investments were very substantial, “ow- 
ing to preparation for defense production.” Another 
company points out that it will complete a major 
plant construction program by about the middle of 
1953, but no other major additions are now planned. 

Unfilled orders now are higher than a year ago in 
three cases, “down a third” in one, and about the 
same in four. The outlook is for increases in backlogs 
in two companies, decreases in two, and no change in 
another. One company merely reports that the out- 
look is “good.” One of the cooperators expecting 
a decrease says that it is “expecting a gradual reduc- 
tion” of its backlog. Another executive writes: “We 
aim to ship orders promptly on receipt, and don’t 
as a rule attempt to stimulate orders for future ship- 
ments.” One company looking for a substantial in- 
crease in backlog points out, “Actually a year ago 
many more orders were being placed well in advance 
of delivery, than is true today.” 

Inventories as a per cent of sales are now above 
the levels of a year ago in four companies, lower in 
two, and about the same in two more. Reported in- 
creases are “114%,” “2% to 3%,” and “20%.” The 
outlook for the ratio for the next six months is up- 
ward in two companies, down in three, and unchanged 
in two. One company says of its inventory position: 
“We have every intention of reducing the inventories 
during the coming months; certainly, the trend will 
not be upward.” Another company reports: “We are 
hoping and working for a slight decrease.” And an- 
other executive had this to say: “We expect regular 
inventories to increase somewhat during the next six 
months; but defense inventories will decline, and 
over-all there will be a further decline.” 

Six companies expect that profits before taxes will 
be greater in the first half of ’53 than in the same 
period in *52, one expects a drop, and two look for 
“relatively little change.” After taxes the picture 
shows four increases, one decrease, two no change. 
In qualifying its estimate, one company points to the 
uncertainty of excess-profits taxes applying to 1953 
profits. Another indicates merely that profits after 
taxes will “depend entirely on action by Congress.” 
Another says: “We will attempt to guess about 
changes in tax rates.” 


Steel 


Several cooperating steel companies point out that 
any comparison between the first half of ’53 and the 
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first half of ’°52 must be tempered by the effects of 
last year’s steel strikes. For example, one company 
expects to show a 60% increase in sales billings for 
the first half of 53 compared to the first half of 
’52. By contrast, increases in five other companies 
will range from 3% to 20%. Only two firms expect 
decreases in sales. Reports indicate the increases will 
be owing to price rises in three instances, and to 
volume rises in two others. Drops in volume, how- 
ever, are expected to account for the poorer showing 
of the two companies anticipating lower sales in the 
first half of ’53 than in the first half of ’52. 

Capital appropriations in the first half of ’53 will 
be unchanged from the first half of ’52 in five com- 
panies, while two expect to see reductions of 9% and 
25%, respectively. One company mentions a large 
capital expansion program, “which is now half com- 
plete, and should be completed during 1953.” An- 
other says: “We have made no significant changes in 
our capital program, and 1953 will see the completion 
of a major part of that program.” 

Backlogs now are “down,” “shorter,” and down 6% 
from the levels of a year ago in three instances, and 
“up” in two. Three other companies see the backlog 
unchanged from a year ago. For the future, one com- 
pany anticipates a drop in backlogs, while one com- 
pany sees little change. 

Inventories as a proportion of sales are now “down,” 
“down 10%,” and “up,” “up 2%,” and “up 6%” 
from the figures of a year ago. One executive states: 
“Tt is possible we will work our inventories down 
somewhat during the next six months, partly to secure 
cash for our building program, and partly because we 
think it would be a little healthier in the event some- 
thing should happen.” 

Profits before taxes in the first half of the year to 
come are expected to increase in three companies and 
decrease in five others from the levels of the first half 
of 52. The comparison after taxes is upward in three 
companies, and downward in four. One company 
says that before taxes it expects to have “a loss of 
4%,” while the figure will be “up 2%” after taxes. 
Another company expects a reduction of 15% to 20% 
both before and after taxes. One company attributes 
anticipated better profits to “greater efficiency in 
manufacturing.” 

Another company stresses the political outlook: 
“I believe the feeling generally in the country has 
been much improved, and we can be more hopeful as 
a result of the election. This should be beneficial to 
business.” 


The president of another steel company points 
out: “Our industry, which has been under great 
pressures to make up long-accumulated shortages 
and support a rearmament program at the same 
time, has temporarily overshot the mark in its ex- 
pansion program, and it will take a few years for 


the economy to catch up with us. Few manufacturers 
of either producers’ or consumers’ durable goods have 
had to do active selling since the war’s end. When 
serious sales effort begins—and it will be soon—wide- 
spread repercussions will be felt, and all producers 
will have to get back into fighting shape or perish. 
The over-all effect will be all to the good.” 


NONMETAL INDUSTRIES 
Building Material and Supplies 


Two companies in the building material industry 
expect dollar sales (billings) in the six months ahead 
to be about the same as in early 1952. One company 
looks for increased sales, while another hopes sales 
will “compare favorably.” One company expecting 
an increase anticipates its rise of 25% will be caused 
by rises in volume. On the outlook for billings, one 
executive states, “The demand for portland cement 
will continue to be quite heavy, and no appreciable 
diminution is anticipated.” 

Capital appropriations for the first half of the new 
year are expected to be greater than for the same 
months of 1952 in two companies. One company fore- 
sees a drop, and “approximately the same” is the ver- 
dict of a fourth company. A company which expects 
an increase, attributes it to the “installation of equip- 
ment to produce new articles.” 

Order backlogs are now above the levels of a year 
ago for two companies, down in one, and about the 
same in the remaining one. Unfilled orders in three 
reporting companies are expected to be “up,” “down,” 
and “unchanged.” The backlog picture is described 
by one executive as follows: “Our current backlog 
compared to this time last year is somewhat less, 
because heavy commitments a year ago created em- 
barrassing situations. For policy reasons, it has been 
decided to exercise extreme caution in taking on 
obligations for future delivery.” 

Inventories are about the same in relation to sales 
as they were a year ago for two cooperators. One 
company has experienced a drop. This will be re- 
versed in the six months ahead if cooperators’ ex- 
pectations materialize: two companies look for de- 
clining inventories as a per cent of sales, while one 
thinks there will be little change. A cement company 
executive states: “It is expected that inventories will 
trend slightly downward, because of the increasing 
availability of what were formerly scarce articles.” 

Profits before taxes for the first half of ’53 will be 
increased for one company, and unchanged in another, 
compared to the same period last year. After taxes, 
one company foresees an increase, one company ex- 
pects a decrease, and two companies look for little 
change from the first half of last year. Wage in- 
creases and price controls are mentioned by co- 
operators as effecting the outlook for profits. 
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Chemicals 


Higher dollar sales (billings) than in the same six 
months of 1952 are forecast by six out of ten chemical 
companies in the first half of this year. Two concerns 
predict a falling-off in billings, while two others look 
for little change. Where the extent is shown, rises 
reported are: 114%, 5% (for two companies), 10%- 
20%, and 20%. Four firms indicate the change in 
dollar volume will be due mainly to physical volume, 
while two companies think that price is the more im- 
portant factor. Of two companies attributing the 
change in dollar volume to price, one company sees 
prices going up, while the other predicts a decline. 
One company forecasts that its change in dollar sales 
will be the result of a 13.5% increase in volume and 
a 10.5% drop in prices. 

Capital appropriations for the next six months will 
be higher than those of a year ago in four companies, 
but lower in four others. Two companies see little 
change. Increases, where the extent is reported, are 
50%, 100%, and $50,000. Decreases cited are 11%, 
and 25%. Companies seeing a dropping off in capital 
appropriations emphasize completion of major capital 
expenditure programs. For example, one says: “Capi- 
tal appropriations will be down. This does not repre- 
sent any important change in our plans, as we have 
largely completed the program originally contem- 
plated.” By contrast, a company increasing its appro- 
priations has this to say: 


“Capital appropriations for the first half of 1953 will 
be about double those for 1952. The reason in this case 
has nothing to do with the economic condition of the 
country or any political changes, but is simply the avail- 
ability of cash in 1953 that was not available in 1952.” 


Replies indicate that many chemical companies do 
not operate on a backlog basis. The few that do, 
report unfilled orders now against a year ago as down 
in two companies, up in one, and unchanged in an- 
other. Prospects for the future are down in one com- 
pany, and are for no change in another. A third 
concern simply states that the outlook is good. One 
executive points out: “Current backlogs are greater 
than they were in early 1952. This is largely due to 
the stepup in the textile business, which has resulted 
in increased orders for dyestuffs and chemicals.” 
“New orders,” another executive states, “are running 
about 5% under a year ago. Orders for domestic de- 
livery are somewhat higher, but export orders are 
off considerably from this time last year.” 

Inventories in relation to sales are unchanged now 
as against a year ago in five companies. Four firms 
report a falling off of inventories relative to sales— 
by 10% in two cases. In the next six months, the out- 
look is for a drop in seven companies, while three 
companies expect to see the inventory-sales relation- 
ship unchanged. Three companies mention the sea- 
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sonal nature of their businesses. One, for example, 
writes: 


“We normally build up inventory in the summer and 
fall months and reduce inventories in the winter and 
spring. Consequently, inventory trend will be downward 
in the next six months, but following the same pattern as 
in previous years.” 


A company which reports the ratio of inventories to 
sales as substantially unchanged goes on to say that 
this is true only of the dollar ratio—that the physical 
quantity of inventories is lower in relation to the 
quantity of sales than a year ago. 

Profits before taxes in the first six months of the 
coming year, compared with the like period in the 
past year, will be up in four companies, and down in 
three. Two firms expect profits to remain unchanged. 
Profits after taxes will be roughly the same, except 
one company seeing a 10% lower profit before taxes, 
thinks it will only be 3% lower after taxes. One com- 
pany expecting higher dollar profits points out, how- 
ever, that they will be lower as a per cent of sales or 
investment. 

As to the general outlook, one company is basing 
its thinking on the dropping of price controls on April 
30, 1953; another, on the lapsing of the excess-profits 
tax during the year. 


Food 

Seven out of fourteen food companies expect sales 
(billings) in the first half of the new year to exceed 
those of the first half of 1952. Four companies expect 
declines, two look for no change, and one says there 
will be “small changes.” Reported rises expected in- 
clude “slightly up,” 3.5%, 157-207, and 25%. Seven 
of the increases are caused entirely or primarily by 
increased volume. Price is a factor in three of the 
reported declines in dollar sales. According to an- 
other company, the increase in volume of shipments 
could be attributed largely to the introduction and 
growth in sales of new products. 

Five companies foresee reduced capital appropria- 
tions in the next half year as against the same period 
in the past year. Five companies see no important 
change, and two report they will be “no greater than 
in 1952.” One firm expects to increase appropriations. 
Three companies expecting reduced capital appro- 
priations point out that they have largely com- 
pleted their long-range capital investment programs. 
An executive in one of these companies observes: 
“Following World War II, we made quite substantial 
capital investments, but our program has now been 
pretty well completed.” 

Food companies report that backlogs are not typical 
of the industry. Of four companies that did reply, 
only one has an increased backlog, while three firms 
report decreases. An executive in one of the latter 
points out: 
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“The backlog of orders all through this fall has been 
below a year ago. We find that retailers have been un- 
willing to commit themselves for the volume of future 
business which we have been used to receiving in the 
fall, which is our principal shipping season. Spot orders 
are commencing to improve, but our future orders for 
shipment after the first of the year are still below a year 
ago.” 


Five companies report little change in inventories 
as a per cent of sales compared to a year ago. Three 
companies indicate increased inventories compared 
with sales, and three concerns have experienced a 
falling off. In the next six months, six concerns an- 
ticipate no significant change in the inventory-sales 
relationship, two expect inventories to drop, and one 
expects higher inventories compared to sales. Two 
companies point to the seasonal character of their 
businesses and its effect on inventory trends. 

Eight out of thirteen food companies in the survey 
predict increased profits before taxes in the next six 
months as against the same period last year. Three 
firms expect profits to stay about the same, and only 
two look for decreased earnings. The picture after 
taxes is about the same, although one company which 
anticipates earning less before taxes expects to be 
better off after taxes. Another company expecting 
profits to be up 4% before taxes, thinks profits will 
decrease 3% after taxes. Profits in the food industry 
often depend on fluctuations in key commodity prices, 
cooperators stress. For example, a meat-packer com- 
ments, “Our profits for the first six months of 1953 
will depend so much upon the price of livestock that 
I wouldn’t want to hazard a guess as to how they 
will compare with the same period a year ago.” An- 
other executive explains the outlook in the food in- 
dustry this way: 


“Profits in the food industry continue to be largely 
dependent on fluctuations in commodity prices. Although 
most U.S. commodities have now been harvested, we 
cannot predict the course of future prices. Predictions 
on the prices of imported commodities are even more 
difficult. With regard to the opportunity to do business, 
we believe the first half of 1953 will be as good as the 
recent past. 

“The food demands of the United States consumer 
appear well founded on a broad distribution of income, 
Employment is high an dis expected to continue that 
way. Inventories in the consumers’ pantry and in trade 
channels appear normal. We are basing our plans for the 
first half of 1953 on a continuation of this trend.” 


Leather 


Dollar billings of all three reporting leather com- 
panies will be higher in the first half of this year 
than in the same months of 1952, reports indicate. 
Rises are “slight,” 5%, and 5%-7%. One company 
thinks the rises can be accounted for by changes in 


volume. And another states: “The sale of a larger 
volume of units will be accompanied by a decrease in 
unit price.” ¢ 

Capital appropriations for the first half of this 
coming year will be the same as in the same period in 
1952 in two companies, and smaller in one. 

Order backlogs in two participating companies are 
unchanged now as against a year ago. None forecast 
the backlog outlook for the coming year, but one com- 
pany does point out that “early orders coming in for 
spring are running ahead of a year ago.” These com- 
panies stress that backlogs do not have great impor- 
tance in the leather industry. 

Inventories as a per cent of sales are higher in one 
company today than a year ago, while another has 
experienced little change. The outlook for the next 
six months is for a reduction of inventories, compared 
to sales, in one case, and little change in another. Says 
one executive: “Inventories are about the same as 
they were a year ago, and it is our intention to main- 
tain a downward trend in our inventory position.” 

For one cooperating leather company, the six 
months ahead offer greater promise of profits than 
the same period of 1952. On the other hand, another 
company anticipates little change, and the third 
expects to see a falling off of profits. 


Mining 

Two cooperating mining companies expect to see a 
rise in dollar sales (billings) in the first half of 1953 
compared with the same period in 1952, because of 
rising volume. Two companies expect no change, while 
one company reports it has just emerged from a five 
months’ strike and thus feels any observations would 
be misleading. One company expects to see dollar 
sales at about the same level in the two periods, “in 
spite of a 5%-6% rise in prices due to wage increases.” 

One mining company forecasts a 50% drop in 
capital appropriations for the first half of next year 
compared with the same period in 1952. In contrast, 
the only other company giving details foresees a 15% 
rise in appropriations. 

Order backlogs now, compared with a year ago, are 
down in one company, unchanged in another, and 
“better” in a third. One company experiencing a 
15% drop during the past twelve months expects to 
see the backlog move upward in the year to come. 

Present inventories, as a per cent of sales, exceed 
levels of a year ago in both the companies reporting 
on this point. Prospects for the next six months are 
for lower inventories compared with sales in one com- 
pany and for little change in another. One mine 
owner says: “Our inventory is larger this year, and 
will hold so for several months, we expect.” Another 
states: “Inventories are expected to show a modest 
downward trend in the next six months.” 
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Before taxes, one company expects smaller profits 
in the next six months than in the same period last 
year. The other company reporting on this point 
thinks that “profits will be at least as high.” While 
only two firms report their guesses on future profits 
before taxes, four report on the after-tax picture. 
Two companies expect to see a dropping off, one com- 
pany expects little change, and one expects that 
profits will be at least as high. An executive of the 
company expecting no change has this to say: 


“We hope to make about the same net on a larger 
volume of business. We think that is a healthy condi- 
tion under the circumstances, and it will indicate plenty 
of competition and a more valuable dollar.” 


A less optimistic comment comes from another 
executive: 


“The profit outlook is far from encouraging, due to 
controlled prices—also competition—and further increases 
anticipated in wage and other costs. Net results from 
operations will likely show considerable shrinkage.” 


Paper 


Seven out of eleven cooperating paper companies 
expect dollar billings to be higher the first half of this 
year than in the same period of 1952. Two companies 
foresee a drop in sales, and two expect no change. 
The increases cited are 2%, 4%-5%, 0%-10%, and 
12%-15%. Reported decreases are “down slightly,” 
and 5%-10%. Six out of eight companies attribute 
these dollar changes primarily to changes in volume. 
As one executive points out: “There has been no 
change in our price structure, nor is one anticipated.” 
By contrast, however, one firm expects prices to rise 
and volume to be the same. Another company men- 
tions that there may be some price increases to off- 
set anticipated wage adjustments and other rising 
costs. 

Five of the reporting paper companies expect to 
keep capital appropriations in the first six months of 
1953 at about the same level as early 1952. Three 
companies look for declines, and two foresee in- 
creases—in one case a doubling. The remaining com- 
pany says its capital expenditures will be nominal, as 
its building program was completed in 1951. Another 
points out that while most of its expansion was com- 
pleted in 1951, some of it carried over into the first 
half of 1952, and there will be “a period of retrench- 
ment as far as capital investment is concerned in 

- 1953.” An executive of another paper company said: 

“No major projects are scheduled, and our efforts 
will be to modernize present equipment.” Similarly, 
another firm reported, “Presently, it is our policy to 
minimize capital investment, completing only those 
projects presently under way, and generally stretch- 
ing out any new projects.” 

Order backlogs are down in five companies com- 
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pared with a year ago. In one instance, however, the 
drop is “not significantly lower.” Two companies 
have experienced little change, and two other com- 
panies report backlogs as “up” and “better.” Backlogs 
will remain the same in the next six months for two 
companies, will be “better” for one company, and 
down for another concern. Writes one executive: 


“Last year at this time we had a substantial backlog 
of orders of somewhere between three and six weeks. At 
the present time we have no backlog, but are running 
strictly on a hand-to-mouth basis.” 


Another executive says: 


“Our backlog is a little lower than at this time last 
year, but not significantly so. Our new orders are being 
received at a satisfactory rate.” 


Inventories as a percentage of sales are higher in 
three companies than a year ago, lower in two, and 
unchanged in two. One company merely states they 
are “subnormal.” The outlook for the next six months 
reveals no expected change in seven concerns, while 
two firms see a decline, and one an increase. Two 
paper companies that increased inventories relative to 
sales substantially during the past year indicate they 
anticipate little change in inventories for the next six 
months. In one case, the company now carries inven- 
tories about equal to three weeks’ sales, while the 
other company indicates carrying inventory repre- 
senting about ten weeks’ sales. By contrast, another 
paper executive states: “I expect inventories to de- 
cline, and it is definitely our policy to operate on a 
tight inventory basis.” 

Profits, before and after taxes, will be up in four 
concerns for the first half compared with the same 
months of 1952. In three they will be about the same. 
One company reports they will be lower, substantially 
before taxes, nominally afterwards; and another firm 
reports they will be lower both before and after taxes. 
One firm expects lower profits before taxes, but ap- 
proximately the same earnings after taxes, as in the 
first half of 1952. Factors affecting paper-company 
profits cited by cooperators are increased sales, “lower 
prices for some important raw materials,” “volume of 
output down to 65% of capacity” in one company 
and the ever-present tax factor. Two companies hope 
for a reduction in taxes during 1953. On costs, one 
company states: “Some easing in the cost of raw 
materials has just about offset the increases in freight 
and labor that we have experienced in the past year.” 


Petroleum 


Dollar sales (billings) for the first half of this 
coming year, compared with the same period in 1952, 
are expected to rise in all six reporting petroleum com- 
panies. Where the extent is noted, the anticipated in- 
creases are 2.5%, 5.4%, 5%-10%, and 8%. Four out 
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of five reporting companies report that volume will 
account for the greatest part of the increase in dollar 
sales. Sales of oil companies for the first half of 1952, 
one cooperator points out, were affected by the un- 
seasonable weather, petroleum refinery and _ steel 
strikes, and difficulties in connection with the 1951 
Iranian shutdown. An executive comments: 


“Increases in total volume of petroleum sales on the 
West Coast during the first six months of 1953 over the 
first half of 1952 will be small if any. During recent 
months, the demand has become increasingly greater than 
local supply. Large volumes of crude oil and products 
have been imported on an unprofitable cost basis to meet 
this demand. It is not expected that these unprofitable 
imports will be continued, and until such time as outside 
crude can supplement California crude on a competitive 
price basis, it is likely that total sales will be restricted 
to the volume of local supply and normal imports. Antici- 
pated increases in civilian domestic demand will be sup- 
plied by reductions in exports and military liftings. . 

“Increased dollar sales due to price changes will depend 
upon what action is taken by the government to permit 
price increases above current levels, which have prevailed 
since December, 1950.” 


Capital appropriations for the first half of 1953 
will be “lower” and “reduced 30%” in two companies, 
“increased 18%” in one, and “unchanged” in a fourth, 
cooperators report. Another company “won’t exceed 
appropriations made in the same months of 1952.” 
This company points out, however, that actual cash 
requirements will be higher because of carry-overs 
from previous appropriations. 

One executive reports appropriations in early 1953 
will be below the levels of a year ago, because in 1952 
a substantial refinery expansion and modernization 
program had been completed. Another expects that, 
on the West Coast, “increasing demand for petroleum 
products in excess of local supply will induce in- 
creased drilling activity in 1953 to the extent that 
tubular goods are available and operations are profit- 
able at the then current crude price level.” 

Inventories in two companies compared with a year 
ago are up in relation to sales. One company experi- 
enced little change, and in another firm inventories 
as a per cent of sales are said to be “favorable” com- 
pared with a year ago. Two companies expect to in- 
crease inventories compared to sales in the six months 
that lie ahead. One company looks for a falling off, 
and another looks for no change. 

Profits before taxes for the first six months of this 
year, compared with the same period in 1952, are 
expected to be about the same in three companies, 
and to drop off in two. The identical picture is re- 
ported for profits after taxes. One company says: 


“If the effects of the petroleum and steel strikes are 
excluded, we do not believe that the favorable effect of 
the slight increase in volume which we are forecasting, 


and the operating efficiencies made possible by capital 
investments completed in 1952, will offset in full the cost 
increases which have been experienced this year.” 


Another executive states: 


“While we expect that our volume of sales will be 
somewhat higher, it is possible there could be some decline 
in prices with the increasing availability of supplies and 
tankers.” 


Three oil company executives express concern about 
price controls. One executive refers to them as “the 
current arbitrary price ceilings.” 


Rubber 


Two out of three reporting rubber companies fore- 
cast no change in dollar sales for early 1953 as against 
the first half of 1952. The third sees a level of sales 
up 15%-20%. This increase will be due primarily to 
volume change. One executive estimates that the 
industry as a whole will be operating at about 90% of 
capacity for 1953. 

“No appreciable change in capital appropriations 
for the first half of 1953 as compared with the same 
period in 1952” is the forecast of one rubber company. 
Another says the change will be “insignificant,” while 
a third sees “increased appropriations.” One company 
executive points out: 


“Projects started last year have been seriously delayed 
because of the steel strike and government material con- 
trols, so that many projects originally planned for com- 
pletion in 1952 will not be completed and paid for until 
1953.” 


Unfilled orders now are above the levels of a year 
ago in two companies and unchanged in one. The 
outlook for next year is “favorable” in one company 
and “good” in another. Says one executive: “Our 
backlog of government business is larger this year 
than it was the same time last year.” Another com- 
ments: “Our backlogs are substantially heavier than 
a year ago this time, and the outlook is good.” 

Inventories as a proportion of sales are now higher 
than a year ago in one company and lower in another. 
The outlook for the next six months is for reductions 
in one company, and no change in another. One ex- 
ecutive observes: “Inventories are temporarily high 
because of interruptions in schedules on government 
contracts. This situation is rapidly being corrected and 
has entailed no risk of loss. Inventories should trend 
downward within the next six months.” 

In contrast, another executive states: “Inventories 
are less than they were a year ago. We expect no 
significant change over the next six months.” 

Profits, both before and after taxes, will be 
“higher” in the first half of next year in one company, 
and “unchanged from the levels of a year ago” in 
another. A rubber company executive, underlining 
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the long-run picture in his industry, stresses that the 
rubber industry has become more stable for the 
following reasons: 


“1. Last-in, first-out method of pricing inventories has 
been generally adopted in the industry. 

“2. The synthetic rubber industry is acting as a price 
stabilizer on natural rubber. 

“3. The rubber industry has enjoyed capacity or near- 
capacity production since the last letdown in 1938, four 
teen years ago.” 


Textiles 


Five out of nine cooperators in the textile industry 
anticipate 10%-20% increases in dollar sales (bill- 
ings) in the half year which lies ahead, compared 
with the same period a year ago. Two companies 
look for a drop, one by 25%, and two companies ex- 
pect relatively little change. Most companies ex- 
pect that the changes in dollar sales will be owing to 
shifts in price as well as volume. A company fore- 
casting an increase has this to say: 


“This estimate is a reflection of the complete reversal 
we are expecting in the first half of 1953 in the broad 
business trend of the textile industry. In the early part 
of 1952, Prices were declining and sales were depressed. 
In contrast, we are looking forward to a good volume of 
business, at least for the first half of 1953. The growth 
of volume attributable to new products is also a factor in 
our consideration.” 


“No change in capital appropriations in early 
1953 compared to 1952” is seen by six of ten report- 
ing textile companies. Two companies expect to re- 
duce appropriations—one by 50%, and another by 
$5 million. One company expects an increase of 33%, 
while another says that appropriations will be “kept 
to minimum essentials.” In the company planning 
expansion, an executive points out: “Our plant pro- 
gram in 1953, as in 1952, is limited to normal re- 
placements together with a modest provision for 
further expansion of facilities.” The program in 1953 
does not include any major expansion. 

Current backlogs of unfilled orders are now high- 
er than a year ago in four out of seven companies. 
In one case, backlogs are at present “double the 
level of a year ago,” and in another “tripled in 
size.” Three companies expect no change, however, 
while one looks for a falling off of 40%. Two com- 
panies foresee unchanged backlogs in the year ahead, 
‘while one expects “an increase,” another “a de- 
crease,” and the remaining firm reports the outlook 
as “bad.” 

Says one executive: 


“Current backlogs are somewhat in excess of this time 
last year, and we expect them to stay somewhat better 
than one year ago. The textile business is definitely some- 
what better than it was at this time last year.” 
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Another indicates: 

“Whereas orders on the books at this time last year 
represented an equivalent of about four weeks of incoming 
business, today they represent twelve weeks. We expect 
this backlog to decline, but the volume of incoming busi- 


ness will hold up well at least into the second quarter of 
1953.” 
Another manufacturer reports: 

“Current backlogs are about double those of last year, 
not so much as a result of anticipated retail volume at 
the store level, but largely due to a change in buying 
habits of store buyers. Buyers in this market over the 
past six months have operated on a hand-to-mouth basis, 
to their current regret. As a result, they are now placing 
orders for future delivery on a more extended basis.” 


Inventories as a per cent of sales have dropped 
from the levels of a year ago in four companies, 
risen in four cases and remained unchanged in one. 
Increases include rises of 5% and 10%, while de- 
creases are 15% and 20%. In the next six months, 
four companies expect inventories in relation to 
sales to go down, and three companies look for no 
change. One looks for inventories as a per cent of 
sales to increase, and one reports inventories will 
“remain low.” According to one executive: 


“Inventories as a percentage of sales last year were 
approximately 25%. Today they are 20%. As long as 
business continues at high levels, we expect our inven- 
tories to remain at the currently reduced stock. How- 
ever, ini the second. quarter of 1953 they may increase, as 
we attempt to stabilize a normal operating schedule.” 


Four textile companies expect increased profits 
before taxes in the next month as compared with 
the same period in the past year. One company 
expects a decrease, and another foresees little change. 
Two expect profits will be “not promising,” and “as 
good or better;” another says, “There will be a 
loss.” The only difference after taxes is that one 
company which forecasts unchanged profits before 
taxes expects a loss afterwards. 

One executive points out: “Our industry is over- 
producing. While there is large volume, there is no 
profit.” 

Another textile company executive states: “We 
certainly expect the first half of 1953 to be better 
profitwise than 1952. If not, then the textile industry 
will be in a very bad way.” Two companies indicate 
they hope for some relief on excess-profits taxes in 
1953. 


Miscellaneous Nonmetals 


Seven out of nine miscellaneous nonmetal con- 
cerns expect that dollar sales (billings) in the next 
six months will be higher than in the first half of 
1952. One firm looks for a drop, and another fore- 
sees “no change.” Where the extent is shown, in- 
creases are 8%, 9%, 15%-25% and 60%; and a de- 
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crease of 10% is anticipated. Most reporting com- 
panies attribute the increases to change in volume. 
One company says: 


“At the present time we are experiencing an upsurge of 
new orders, which, if continued for several months, should 
reflect in increased billings for the first six months of 
1953, as compared to the same period in 1952. Most of 
the change would be due to increased volume, and: only 
slightly affected by price change.” 


Reporting companies indicate that capital appro- 
priations in the first half of 1953 will be down in four 
instances, unchanged in three, and above the level 
of the first half of 1952 in one. One company states 
it plans no capital appropriations during the first 
half of 1953, nor did it authorize any in the first 
half of 1952. Although one company plans the com- 
pletion of a plant in 1953, several companies indicate 
that appropriations in 1953 will be lower because 
expansion programs had been completed in 1952. 


Six out of nine cooperators report unfilled orders 
on the books down from a year ago. Two concerns 
experienced no change, and one an increase. The 
outlook for the new year is for a falling off in 
two companies, an increase in one, and no increase 
for the remaining firm. One executive says: “We 
do not expect any great increase presently, as we 
have initiated provisions for increasing our produc- 
tion to take care of increased business.” “Current 
backlogs,” another executive states, “are substantially 
less than last year, due, we believe, to the desire on 
the part of most of our customers to work down 
their inventories.” 

Present inventories, as a per cent of sales, are up in 
four companies, down in three companies, and un- 
changed in one, compared to a year ago. One drop 
is “5%-10%.” Increases are “11%,” “16%,” and 
“50%.” The prospect for the next six months is for 
decreases in four companies, while three companies 
see no change, and one expects an increase. One 
executive thinks there is a general feeling “that inven- 
tories are too high and should be worked down.” 


Profits both before taxes and after taxes are ex- 
pected to go up in three out of seven companies in 
early 1953, compared to the first half of 1952. Two 
companies anticipate no change, one sees a drop, and 
one says the outlook is “not encouraging.” While one 
company expects profits to be up 50% both before 
and after taxes, another company feels its profits 
will be up 6% before taxes, but 20% after taxes. One 
executive refers to a change in the company’s wage 
structure which will affect profit. Another observes: 
“Costs, especially labor costs, are continually climb- 
ing, while, at the same time, prices are dropping.” 


Leonarp R. Burerss 


G. Cuark THompson 
Division of Business Practices 


Business Forecasts 
(Continued from page 26) 


Shortages of critical materials will be felt generally as long 
as there is large-scale production for military purposes. For 
example, some types of steel such as heavy plate will be 
scarce throughout the year. But thanks to the remarkable 
accomplishments of the steel industry, many categories of 
steel are expected to be in good supply by mid-1953. Alum- 
inum should be readily available throughout the year al- 
though copper will remain tight.” 


C. D. Clawson, President, Ferro Corporation (Dun’s 
Review, December, “From Analysis to Action”) — 
PROJECTED SALES FOR MAJOR HOME DURABLES 
‘In Thousands of Units 


1940 1949 1960 1970 

Refrigerators. ... om #0 segon-ta 2,700 4,450 6,500 7,000 

NMOS... Gas ds io stavarangleereieeerae 2,192 3,126 5,500 7,500 
Washing machines............. 1,553 3,200 5,500 7,500 
Air conditioners............... 6 95 1,500 8,000 
Freezers iii. ai). dea 60 Ses aetpene's 5 485 2,000 3,000 
Dishwashers... 05... aed sense 5 160 2,000 8,500 
Laun fy Coe MP eae 105 2,500 4,000 
Steel plumbing fixtures......... 400 1,415 3,000 5,300 


Textiles 


Textile Economics Bureau (Textile Organon, December) 
—‘Based on a recently completed survey made by this Bu- 
reau, the capacity of the man-made fiber producing industry 
as of November, 1952, totaled 1,838 million pounds on an 
annual basis of fifty-two weeks. By July, 1953, the indus- 
try’s capacity is expected to increase to a total of 2,056 
million pounds, then to 2,160 million pounds in March, 1954, 
and to a total of 2,273 million pounds by October, 1954. 
The capacity figure two years hence is 24% larger than the 
present. . . . The capacity data include figures for rayon 
viscose and cuprammonium, acetate, and the noncellulosic 
fibers, and for all types of primary products (filament yarn, 
monofilaments, staple, tow, horsehair, and straw) .” 


Carloadings 


Association of American Railroads (press release, Janu- 
ary 2)—“Freight carloadings in the first quarter of 1953 
are expected to be 1.7% above those in the same period in 
1952, according to estimates just compiled by the thirteen 
regional Shippers Advisory Boards. . . . [They] expect an 
increase in the first quarter of 1953 compared with the same 
period one year ago in the loading of twenty-one commodi- 
ties and a decrease in eleven. Among those showing the 
greatest increase are the following: Frozen foods, fruits and 
vegetables, 19.1%; automobile trucks, 18%; vehicle parts, 
26.9%; potatoes, 18.8%; ores and concentrates, 8.4%... . 
Commodities for which decreases are estimated include the 
following: Hay, straw and alfalfa, 7.4%; cotton, 6.4%.” 


Crcrtm Potiack 
Division of Business Economics 
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